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fron The Editor 


ACK IN 1995, WHEN RATAN 

Tata had first publicly 

announced his intention of 
building an Indian car that would 
have “the Zen’s size, the Ambas- 
sador’s internal dimensions, the 
price of a Maruti 800 and with 
the running cost of a diesel car”, 
there was no dearth of people who 
laughed derisively. I remember the 
loudest guffaws—privately, of course—coming from 
senior executives at a couple of global auto giants who 
were just making their debut in India. I was one of 
those who keenly waited to see how Tata’s dream car 
project would take off, my keenness somewhat sharpened 
by the fact that Tata had made that statement in an 
interview to me and my then editor at a business maga- 
zine that I used to work for. Everybody knows how 
that project not only took off but also made Tata’s car, the 
Indica and its variants, a thundering success. And of 
how the legions of sceptics had to eat humble pie. For the 
record, the two global giants I mentioned earlier are 
still struggling to get a foothold in the Indian market and 
I don’t think they even smile, let alone laugh, any more. 

Ten years later, Tata is attempting to deliver on his 
second promise: to make a car that is cheap. As cheap as 
just Rs 1,00,000 or so and one that would bridge the gap 
between a two-wheeler and the Maruti 800, the cheap- 
est car that is currently available in the market. And the 
news is he’s well on his way to doing so. Already, as 
Deputy Editor R. Sridharan reports in our cover story, 
Tata Motors is putting a handful of prototypes of the car 
through its paces and a base of vendors is busy working 
on components and parts to exacting specs laid down 
by the company. Everything is top secret but our cover story 
brings you for the first time details of how the project is 
taking shape and even the features that the Rs 1,00,000-car 
could have when it comes out three 
years from now. Bonus: an inter- 
view with Tata himself. 

If you were to go by the number 
of medals won at the Olympics to 
determine how sporting a nation 
is, India languishes somewhere at 
the bottom: at the last Olympics, we 
won just one silver. Now, here 
comes the surprise. India is on the 
verge of a boom in the business of sports. Our special report 
examines how a robust economy, television coverage, 
rising incomes and a handful of role models like Sania 
Mirza, Jyoti Randhawa and, of course, our cricketers, 
are making the country a sporting nation. The business 
opportunity: Rs 40,000 crore. 








Sangin haragan 


SANJOY NARAYAN 


Sold exclusively in Louis Vuitton stores. The Oberoi - Dr Zakir Hussain Marg - New Delhi - Tel. 5150 5095 LO U | S V U | T T O N 
The Taj Mohal Palace and Tower - Apollo Bunder - Mumbai - Tel. 91.22-5 134 www.louisvuitton.com 





‘Vol. 14, No. 20, October 9, 2005 


EDITORIALS 

12 Auto's Inflexion Point 

12 And Now, The IITs 
T 14 Right Turn 


TRENDS 


17 The Zipping Zeroes 
Five years into the 21st century, India finds 
itself at the threshold of a new gilded age. 
| Right? Yes. No. Maybe. 


22 Constraining The Corpus 


Much money is chasing few mid-cap stocks. 


26 Whose Spectrum Is It Anyway? 
That’s something the Telecommunications 
Minister will have to decide. 


30 Self Worth: Bengal’s Favourite Son 
It’s no longer Purnendu Chatterjee but 
Prasoon Mukherjee. 


32 Why Ratings Lie... 
Йй And why they don't. 


34 Landmark Gets Going 
The retail chain is embarking on a major 
expansion. 


36 Hedge Edge 
Watch out FIIs, here come the ОП. 


38 Top Of Mind 
Infosys’ Girish Vaidya isn’t quitting, O&M 
is India’s agency #1, and IT firms may 
boycott Bangalore’s IT.com show. 


40 Policy Watch 
A bird’s eye view of what’s hot and what’s 
not on the government’s policy radar. 


42 Current 

X B.M. Khaitan-owned Eveready acquires 
BPL’s battery business. 

Plus: Anil Ambanis’ GSM moves, Paramount 
i Airways' new business-class airline and Tata 
Steel’s global acquisition forays. 


44 Outside In 
» A lineup of global events that impacted India, 
E how gold and silver prices have moved over 
[ the years, and quotable quotes. 


46 Newsmakers 
This fortnight's heroes are Ranbaxy's 
Malvinder Singh and Brian Tempest. 


50 Realty Bites 
Urban land reforms are a must to attract 
foreign direct investment. 


52 Noted 
54 The BT 50 Index 


NEC me 


x oc 





Cover by Kapil 


FEATURES 


68 


76 


82 


96 


Wooing India 
The EU wants India on its side at the WTO. But 
India wants EU to deliver on its promises first. 


Urge To Merge 
A slew of promoters is bringing together 
group companies under a single banner. 


The Rise Of Online 
Advertising 

In another five years, advertisers 
could be spending as much as 
Rs 730 crore a year on internet ads. 


It's Red Hot 
Pradeep Chordia of Chordia Food Park 

believes entrepreneurs are best placed j 
to ride the processed foods boom. 


Chateau Indage, Monsieur? 
Domestic vintners, importers and MNCs are 
scrambling to meet growing demand for wine. 











vc 


з =» ey 


100 60 Minutes 
Mervyn Davies, CEO 
of Standard Chartered 
Bank, speaks to BT 
on the bank and its 
plans for India. 


106 The Cookie Crumbles 
A host of regional brands are chipping away 
at Britannia’s dominance. Can the wannabes 
dethrone the market leader? 


ECONOMY 
130 Deliverance, At Last 


The monsoon delivered when it mattered. 
This sets the stage for high economic growth. 


130 Out Of Fisc? 
Not really. Too much is being made out of 
fiscal deficit. 


131 The Return Of Regulation 
With crude oil prices skyrocketing and little 
hope of raising retail prices, the government 
reverts to the practice of issuing oil bonds. 


MONEY 
132 Penny Wise 

You can earn a lot from low-priced stocks. 
133 Smartbytes 
134 Pharma: Read The Prescription Carefully 
135 How To Become A Millionaire By 40 
136 Stretch Your Savings 


JOBS TODAY 
138 Senior Managers' Gold Rush 


The private equity market in India is making 
senior managers seek the more lucrative business 
of investing and growing young companies. 
140 Help, Tarun! 
141 Corporate Jobs For Social Grads 


141 Hyderabad 15 Still Cyberabad 





REPORTER'S DIARY 
146 IT's Next Big What? 


Venture capitalist Promod Haque believes Pune is 
the next Silicon Valley. Activists say that unplanned 
development will spell its doom. Somewhen 
between the two is the reality of Pune’s future 


BOOKEND 


148 What Happened At Disney? 


A compelling tale that captures Michael Eisner's 
reign as Walt Disney chief. 





BACK OF THE BOOK 
150 The Thrill Is back 


The emergence of podcasting has exploded musical 

avenues. And yes, the music still hasn't stopped 
151 Pop-Guide 
157 Treadmill 
158 Printed Circuit 
162 People 


Starring Rajmohan Pillai of 
the Beta Group, Ashwini 
Kakkar of Thomas Cook 
India, Suresh Nanda of the 
Claridges Group of Hotels, 
Jeh Wadia of Britannia, 

G. Madhavan Nair 

of ISRO, and N. Srinivasan 
of India Cements. 


LEADERSHIP SPOTLIGHT 


164 Kumar Mangalam Birla 





TES TT r. n. | тр ТЛ 






PIET 


ES AUN Sa alien is 
чч 
Ns 








Subscription Service: 


To begin or renew your subscription, 

please contact the customer services. 
Please have your credit card number 
= and expiry date ready. 


T 011-23684848 

















——— 
More malls, more jobs 


Lel wecare@intoday.com 

№ www. business-today.com 
&& 011-23684858 КИ онша. 
Subscription for 1 year (26 issues): Rs 260 
Subscription for 3 years (78 issues): Rs 780 


Alternatively you can subscribe by 





NOTE: Available with all cellular operators. 
Regular SMS charges apply. 

completing and mailing the form below to: e 

[1 Living Media India Ltd., 13th FI v 

ОРИ нөр T List Of Advertisers 

Videocon Tower, E-1, Jhandewalan A 
ADOR Power (Sketch Mag hs 

; М Airtel (Madison Advtg. 

Extension, New Delhi-110055. Austrian Airlines (Publicitas) 35 
B 
Birla VXL (Digjam) 
(Radiant Media) 103 
Birla VXL (OCM) (Pumima Advtg.) 123 
Brothers Intl. (Axis Integrated) 79 
BT (N.A.) 153-155 
с 
Citibank (The Media Edge) 20, 21 
CNBC (Direct) 74,75 
Color Plus (Fortune Comm.) IBC 
D 
DAAD (Infinity Advtg.) 129 
Diebold Inc. (Goldmine) 63 
E 
Elecon (MX Advtg.) 87 
Epson (Opus Creative) 41 


Е 

Filex Systems (Vandana Advtg.) 37 
G 

Golf Digest (N.A.) 








| 160, 161 
| Goodyear (McCann Erickson) 91 
H 
Hewlett-Packard (Publicis) 39, 95 
i Hutch Essar (Results) 24, 25 
{ I 
1 IBM (Ogilvy & Mather) 13, 23, 33 
| ICFAI 127, 149 
{ ITC (Lintas) 47, 48 
| i ITD (N.A.) 156 
| | i IT Plus (N.A.) 159 
ў " { J 
X { / Jagran Prakashan 
, | Member's signature: .................................. H (Madison Advtg.) 65, 71 
My subscription number: ... | JK Paper (ENZ Comm.) 10 
* | K 
= | ОООО О О О л ЛЛ Kajaria Ceramics (Triton Comm.) 67 


i (In case of renewal) 
i * Terms & conditions apply 





"P NT 


мисе 
lis through SMS on your 





Hi M 


The online edition of Business Today 





= Retail Conundrum 

P The entry of foreign players, and FDI, could 
galvanise the retail sector and provide 
employment to thousands. Left parties, 
however, feel it would push small domestic 
players out of jobs, What is the real picture? 
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Apropos your cover story Dial D 
For Diversification, first generation 
entrepreneurs like Sunil Mittal are 
the poster boys of Indian business. 
Reliance did it in the 1980s and 
Infosys in the 1990s, now Bharti 
is doing it in the first decade of the 
21st century—establishing a world- 
class business entity and creating 
tremendous shareholder value. 


T. BEDI, through e-mail 


Your cover story Dial D For 
Diversification for once lacked subs- 
tance. No doubt Bharti is a major 
player in mobile services, thanks to 


Conglomerate In The Making 
Your cover story Dial D For 
Diversification (BT, September 
25, 2005), made interesting read- 
ing. Telecom pasha Sunil Mittal's 
forays into sectors like agricul- 
ture, and insurance and finan- 
cial services will prove to be 
important ventures. His risk- 
taking abilities, which made him 
the king of mobile telephony 
services in India, will play a key 
role in making Bharti Enterprises 
a conglomerate, just like the 
Ambanis and the Tatas. 

MD. SHAKIL JAVED, through e-mail 


his India@200 rupee slogan, but 
the same pedestrian yet attacking 
marketing policy does not apply to 
insurance, which he very summarily 
claims as the reason for his expec- 
tations. No doubt he is a success 
story, but he must stick to his field 
and not move out of telecom for 
fear of saturation, as there is no 
word like saturation in business. 


TRIBHUVAN MENDIRATTA, through e-mail 


Fixing The Gas Pedal 

Apropros your article Can 
Somebody Fix That Gas Pedal? (Br, 
September 25, 2005), it is hearte- 
ning to note that the Finance min- 
ister has recently conveyed that 
there will be some short of relax- 
ation on small cars to make India a 
hub for small cars. The growth of 
the auto industry in the first few 
months was not as much as 
expected mainly due to unexpected 
rains in west India and rise in prices 
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of fuel, steel and components. 
However, with the festival season 
round the corner, I believe the 
industry will bounce back. 

BIKASH TRIPATHY, through e-mail 


All's Well! 

Apropos your editorial Red Signal 
On Reforms (BT, September 11, 
2005), since 1977, the economy of 
West Bengal suffered at the hands of 
Communists till the time Buddha- 
deb Bhattacharjee took over as the 
cM. There have been innumerable 
columns and articles on what the 
state had to go through at the hand 
of leftists. But there are very few 
writings on an active group, guided 
by Bhattacharjee himself, which is 
trying to regain past glory. It is time 
to not only take a positive approach 
towards the state’s growth, but let 
others know about it as well. This is 
needed not just for the betterment 
of WB, but the entire nation as well. 
SAIKAT GANGULY, through e-mail 
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Auto's Inflexion Point 


A: JUST OVER A MILLION UNITS A YEAR, THE INDIAN 
passenger car market (including utility vehicles) 
accounts for less than 2 per cent of the global market. 
But when it comes to small cars, the country is the third- 
largest market globally. Now, with crude prices show- 
ing no signs of going back to the $30 (Rs 1,320)-a-bar- 
rel level and consumers even in developed countries 
looking at small cars, the Indian automotive industry has 
spotted an opportunity to become a small car hub. 
What will India need to become one? Essentially four 
things: Global scale and quality, cost advantage, auto- 
motive brands and infrastructure. India already has 
two of the four, cost advantage and automotive brands. 
We need the other two. What are our chances of get- 
ting them? Pretty decent, actually. 

Vehicle manufacturers will ramp up production if 
the domestic market, apart from those abroad, has 
the depth to consume cars in large numbers. Today, a 
car is beyond the reach of most Indian families—a 
reason why some six million two-wheelers continue to 
be bought every year. That scenario may change with 
growing prosperity, but not fast enough to give India an 
early start, especially at a time when China has started 
shipping small cars to Europe. So, the country needs to 
speed up. Happily for the manufacturers, the govern- 
ment seems keen to help. A task force has been set up 
to define what a small car should mean and suggest 


ways to encourage their production in India. 

SIAM wants all cars less than 1.2 litres in engine size 
to be considered small. But the bigger issue is taxation. 
The effective tax rate on cars works out to a staggering 
40 per cent (excise is only 24 per cent but there are 
state taxes). SIAM wants the Indian government to do 
what countries elsewhere in the world did to pro- 
mote small car production: incentivise their ownership. 
In Japan, for example, K-cars (with less than 660-cc 
engines) attract lower taxes compared to bigger cars. 
Top vehicle manufacturers such as Maruti Udyog 
and Hyundai Motor, which already export a large 
number of cars, are expanding their manufacturing 
capacities in a bid to tap global markets. There’s no rea- 
son why, given the appropriate incentives, carmakers 
cannot turn India into a global small car hub. 





And Now, The IITs 





Students at IIT Kanpur: Only the best get through, so... 


p NOW AND THEN, A MADDENING DESIRE TO 
improve, to reshape, to tinker seems to descend on 
the HRD Minister of the day. Not too long ago, the 
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previous occupant of the ministry, Murli Manohar 
Joshi, got into a wrestling match with the Indian 
Institutes of Management (IIMs) supposedly over the 
issue of tuition fees but actually over one of control, 
and eventually ended up all in a tangle. Now, the cur- 
rent occupant, the venerable Arjun Singh, has em- 
barked on a mission to streamline the process of 
entry into the Indian Institutes of Technology (1175), 
the joint entrance examination (JEE). Even if the 
changes suggested have not come from him, they 
must have his blessings; after all, they have been 
suggested by the irr Council and the ministry itself. 

The changes themselves involve replacing two 
exams, a screening one and a main one with a single 
exam; doing away entirely with complex non-mul- 
tiple-choice questions; instituting a new eligibility stan- 
dard of 60 per cent in the school leaving examination; 
and allowing students to appear for the JEE a maxi- 
mum of twice, once in the year of graduation from 
school and once in the year immediately after (this has 
since been relaxed for JEE 2006). The reasoning 
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behind the changes is that it will reduce stress levels 
among students, encourage them to pay more 
attention to their school leaving examinations, and 
prevent rampant commercialisation of the JEE system 
by coaching institutes (reducing the number of times 
a student can appear for JEE will likely reduce the size 
of the market itself). 

The proposals themselves aren't radical, although 
they would seem to weaken the very basis of the JEE 
culture. For instance, the stress of cracking (that's 
the term of choice among aspirants) two tests, one 
very tough and the other, just tough, is something 
that ensures that only the very best gain admis- 
sion into an IIT. And although it would be natural to 
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Beneath this slab 
John Brown is stowed. 
He watched the ads 
And not the road. 
HAT’S OGDEN NASH’S LITTLE POEM CALLED LATHER 
As You Go, the words of which the govern- 
ment’s roads and highways department seems to 


. have heeded seriously. Recent newspaper reports say 
|... the department has banned all advertising on all 
. national highways, particularly the new six-lane 


. Connectors that are being built across the country, 
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because it is felt that these often distract drivers and 
cause accidents. Traffic accidents are the biggest 
menace on the highways and any attempt to prevent 
them is welcome. According to one estimate, more 
than 75,000 people are killed each year in Indian 
road accidents, the highest in the world, and 
350,000 injured. Worse, more than a third of the 
fatalities and a fourth of all road accidents take 
place on the national highways. 

But are hoardings on the highways a big cause for 


T К road accidents? Not much research or statistics for 


India is readily available to answer that. But a couple of 


= years back, the Scottish government commissioned a 





review to explore in depth whether there was a con- 
nection between billboards (hoardings) and road acci- 
dents and found that it did. What’s more, because 
such accidents tend to be under-reported, the risks of 
driver distraction could actually be higher. In any case, 
the risks were higher, the review found, when billboards 
were at big and busy junctions as well as on long 
monotonous stretches. We don’t know whether the 
roads and highways department will take a cue from the 
Scots and do its own research to see whether Indians 
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assume that anyone who can get through the JEE will 
score more than 60 per cent in the school leaving 
examination, fact is, India has several tens of boards, 
and a person scoring 90 per cent in one would be 
hard-pressed to score 45 per cent in another. These, 
though, are specifics. At a general level, what was 
the need to tinker with a system that has shown 
itself to be a successful way to identify the best 
engineering talent in the country? 

Primary education is where India faces its biggest 
problems, and the grey cells of Mr Singh and those of 
mandarins in his ministry would be put to better use 
thinking up ways to improve that than to fix some- 
thing that isn’t broken. 








In the right direction: You may not see these ads for long 


too watch the ads and not the road, but its move appears 
to be in the right direction, though the Rs 850-crore out- 
door advertising industry may not agree. 

Still, there could be bigger causes of road accidents 
than ads. Like cellphones. With a base of 62 million cell- 
phone users, slated to grow to 300 million by 2009, 
driving while using cellphones is a traffic violation 
that is growing endemic. And quite possibly it is more 
distracting than checking out billboards, and perhaps as 
serious a risk as driving under the influence. To curb 
road accidents, not only on the highways but also 
within cities and towns, those are violations that the 
authorities need to clamp down upon—with tough 
laws and heavy punishments. 

Meanwhile, there could be another fall-out of the 
rule to ban highway advertising—one that is summed 
up by another of Nash’s verses: 

I think that I shall never see 
A billboard as lovely as a tree. 
Perhaps unless the billboards fall, 


I'll never see a tree at all. m 
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Commitment to organization 
Unquestionable integrity 
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At Sinhgad, we follow a slightly different syllabus 


Asyllabus that includes some time tested values. Because a strong value system, unlike current 
fads or the latest buzz words never goes out of fashion. So, while our students are exposed to 
the finer nuances of Marketing, Finance, Human Resource Management, Logistics and 


Computer Systems by a faculty with impeccable credentials, we never forget the fact that we 
are moulding the leaders of tomorrow. 


So do visit our Business Schools for campus placement this year. After all, whom your 
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The Zipping Zeroes 
Five years into the 21st century, India finds itself 
at the threshold of a new gilded age. Right? 


| Yes. но. Meee ASHISH GUPTA 


India’s zipping zeroes. The Centre for Monitoring Indian Economy 
(CMIE), part economic think tank, part statistics compiler, and 
definitely not part of the government's propaganda machine, recently 


F ORGET THE US’ ROARING NINETIES, IT MAY BE TIME TO CELEBRATE 


revised (upwards) its estimate for industrial growth in 2005-06 from 7.66 : 


per cent to 8.5 per cent. Much of this may have been achieved by a sud- 
den activity on the part of hair oil and pen manufacturers, as a 
Bloomberg columnist pointed out —the country's 10.6 per cent growth 


in industrial production (also referred to as пр or index of industrial pro- 


duction) in October 2004 was achieved largely on the strength of a sud- 
den growth in the manufacture of pens, accounting for 4.5 percentage 
points of the 10.6; this figure, however, comes from the government’s 
Central Statistical Organisation (CSO), not CMIE— but the source of this 
justified optimism could just as well lie elsewhere. 

First, the number itself. Indian industry hasn't grown at this pace since 
1996, and CMIE estimates that the industrial growth of 8.5 per cent will 
play its part in boosting the overall growth rate of the economy from the 
6.6 per cent it had projected earlier to 6.8 per cent. One reason for the 
agency to revise its previous estimate, which was put out in August, may 
be the cso's announcement that the пр grew by 10.4 per cent in the April- 
July quarter this year. Another may be the improved performance of a 
few industries. *Chemical products and sugar registered much higher 
growth than was ‘expected when we made the earlier forecast,” says Abhik 
Mitra, Product Manager, Industry Analyst Service, CMIE and one of the 
authors of the report featuring the revised estimate. He explains that the 
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bountiful rains in July will help increase the 
м country’s sugar production in 2005-06 from the 
^ expected 158 lakh tonnes to 180 lakh tonnes. 
Sugar, he points out, has a 2.2 per cent weightage 
in the ПР (chemicals has 14 per cent). 

Not too many other agencies that monitor 
India's economy agree with CMIE's estimate. One 
Credit rating agency, CRISIL, is unwilling to spell 
out its forecast but maintains that its estimate of 
the growth in ИР will be lower than CMIE’s, and 
another, ICRA, says it expects industrial growth to 
be around 8.1 per cent in 2005-06. *Most new 
investments are being made by established players 
showing that the investment climate is still hostile," 
says Subir Gokarn, the Chief Economist at CRISIL. 
The adjective may be harsh but the truth is that 
India continues to be plagued by poor infra- 
structure and rigid labour laws, things that can 
dampen the enthusiasm of most investors. 

If there is one thing the numbers and an 
analysis of the structural weaknesses of the Indian 
economy miss, it is this. Today, India finds itself 
in a position the Us did in the 1990s, and before 
that, in the two decades after wwii. This was a 
time when, in the us, Big Business got even big- 
ger. Already, over the past two years, India Inc. 
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TODAY, INDIA FINDS ITSELF IN A POSITION 


THE US DID IN THE 1990S, AND BEFORE 
THAT, IN THE TWO DECADES AFTER WWII 





has grown. The revenues of the country’s 500 
largest corporations added up to Rs 12.5 lakh 
crore in 2004-05, an impressive 45 per cent of the 
Gross Domestic Product (or the economy) in 
the same period. Most large corporations are 
in investment mode with, according to CMIE, 
some Rs 6,62,537 crore of public and private 
investment, domestic and foreign, in the pipeline 
(as on July 31, 2005). 

Over the next few years, Big Business in 
India will become bigger, both within the coun- 
try, and most importantly, without. The latter 
should help India hedge against a failure of the 
monsoon; agriculture still accounts for 22 per 
Ь cent of the Indian economy and if the rains fail, 
2 the agricultural economy collapses and the over- 
. all growth rate in GDP nosedives. If the mon- 
soon doesn’t fail for the next few years, India 
could well find itself in the middle of a new 


Ё gilded age. Then, to paraphrase a popular bard of 
modern times, you don’t need to be a weather- 
E man to know which way the wind is blowing. 
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THICK SKINS WANTED 


For foreign firms doing business in India. 


VIVAN MEHRA 





Bharti's Sunil Mittal: Grounded! 


Wit EXACTLY DID SINGAPORE AIRPORT CHANGI ENTERPRISES 
(Changi) and Hochtief AG, Germany pull out of the 
race for the redevelopment of the Mumbai and Delhi airports, 
seemingly abandoning their Indian partners, the Bharti-DLF 
combine and Piramal Holdings respectively, at the last 
minute? Even as a newspaper report suggests that Changi 
merely wanted more time to present its bid (the deadline was 
September 14), it emerges that the real reason was some 
terms of the tender that could have been interpreted as dis- 
criminatory by the companies. The specifics: a penalty of 
$80 million (Rs 352 crore) imposable through a bank 
guarantee (issued upfront and which can be cashed by the 
government when it chooses to) that the foreign partner 
would have to pay if it didn’t meet certain operational 
metrics involving the handling of passenger and aircraft. All 
bidding consortia needed to have a foreign partner because 
the project called for technical expertise involving the 
development of airports and no Indian firms possess such 
expertise. While a competing bidder insists that such 
penalties are necessary to prevent the foreign partners from 
simply walking away, Amrit Pandurang, Executive Director, 
PricewaterhouseCoopers, insists that “the penalty is not 
So stiff in other markets". Then, the ability to meet these 
requirements would call for these companies to run the 
airports the way they want to, something that may not be 
possible given the opposition that has already been 
voiced by employee associations, and the fact that the 
Communist parties, key allies of the government, are 
opposed to the entire initiative. The prospect of being 
punished for things beyond their control may well have 
forced the two companies to exit. 
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FROM WHICHEVER 
* — ANGLE YOU LOOK AT IT, 
THE SPOTLIGHT CLEARLY REMAINS 
ON ONE. 
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in the world of 
colour televisions. 


The verdict is out. 


With the completion of acquisition 
of Thomson's colour picture tubes 
business in France, Italy, Poland 
Mexico and China, Videocon will 
have access to state-of-the-art 
manufacturing and R & D facilities 
across the world. 


All these give Videocon global scale 
and efficiency. And for India, the 
chance to hog the limelight in the 
international TV marketplace. 


You'll agree, it's time for all of 
us to hold our heads high. 
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HE STOCK MARKET IS 
booming. The Боот 
looks good to last, albeit 
with a correction or two (how 
low can the Sensex go? 7,000? 
. That's still a bit). Everyone is 
- talking about fortunes being 
. made on the bourses, and the 
interest of the characteristically 
coy retail investor has been 
| piqued (never mind that she 
still hasn't heard the old saying 
- about retail investors entering 
the market near its peak). What E 
she has heard is that mutual 
<o funds are the perfect vehicles 
to invest in the market. So, why 
. aren't fund managers smiling? 
It's difficult to smile when 
you are on the horns of a 
dilemma and that is where fund 
. managers find themselves. | 
^^ The staggering success of 
some recent mutual fund ini- 
tial public offerings (IPOs; now < 
termed new fund offers after a 
Securities and Exchange Board © 
of India direction) proves that 
the public is keen on funds. 
In the first six months of this 
year (January to June), 19 funds 
taised Rs 11,634.12 crore from 
the market. Of this, five mid-cap 
funds (multi-cap funds that propose 
‘to invest in companies: of all hues are 
not included) mobilised 'Rs. 2,227 
crore. Even. in the secondary market, 
: inflows into funds, at Rs 29,610 
. crore for the same period, exceed 
outflows, at Rs 24,502.5 crore, and 
it is likely that much of the selling is 
being done by corporates and high 
net worth individuals who always 
«seem to know better. 
~The problem is, there aren't 
enough stocks going. Much money 
is chasing few stocks that are already 
fairly valued. As for mid-cap stocks 
(stocks of those companies with a 
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market capitalisation between 
Rs 500 crore and Rs 2,500 crore) 
that were all the rage last year, there 
aren't too many available at prices 
that would interest fund managers. 
"Many mid-caps are running far 


^ 


ahead of fundamentals," admits 
Sameer Kamdar, National Head, 
Mutual Funds, Mata Securities. 
Thus, any fund manager investing 
in mid-cap stocks that are, say, illi- 
quid, meaning there aren't too many 
of the shares of these companies 
floating around, will increase the 
cost of acquisition even as he buys 
the stock and, consequently, lower 
his own returns. There's another 


 Constraining The Corpus 


‘Much money is chasing few mid-cap stocks. 


side to this argument. Any fund 
manager who invests only in 
liquid mid-cap stocks (there 
arén’t too many of the breed), 
could, if burdened with a large 
corpus, end up owning a large 
portion of a company’s equity. 
Most funds, both mid-cap 
ones such as HSBC Midcap Fund 
or all-purpose growth funds such 
as Reliance Vision Growth Fund 
(it will invest in all varieties of 
stock, small-cap, mid-cap and 
large-cap) have decided to cap 
_ their corpuses (in this case, the 
first at Rs 700 crore and the 
second at Rs 1,700 crore). 
“Having too much money 
to invest in mid-cap stocks can 
_ push the fund manager to pick 
_ stocks in the illiquid segment if 
the equity of the company is 
small,” says Ashutosh Bishnoi, 
Chief Business Development 
Officer, HSBC Asset Management 
Company. “This can prove 
harmful to the investor at the 
time of exiting the market.” 
“We plan to create wealth by 
investing in emerging sectors 
that are currently small and have 
therefore capped the fund at 
Rs 300 crore,” says Naval Bir Kumar, 
CEO, Standard Chartered Mutual 
Fund. “We will open for subscription 
only when the fund managers feel the 
stocks are reasonably valued or we 
find growth potential in a sector.” 
If more funds follow suit—they 
are expected to—a repeat of the 
mid-1990s phenomenon when 
investors lost their little-all in mutual 
funds may well be avoided. That 
put investors off mutual funds for 
several years and asset management 
companies may actually be doing 
themselves a favour by capping the 
size of their corpuses. 
MAHESH NAYAK 
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Now you can stay in touch with urgent business matters, 
even when you are out of office, with HutchMail. HutchMail 
provides you complete and secure access to Microsoft 
Exchange and Lotus Notes from your desktop, straight to 
your Hutch phone. 

Moreover, HutchMail ensures that all your emails reach you 
without delay, while roaming on Hutch within India, and 
through our partner networks across the world. 

HutchMail is available to you at just Rs 499/month which 
includes 100mb of free usage. Then on, you pay for what 
you use @50p/1 0kb. 
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Here are some benefits HutchMail gives you: 

= Wide handset support 

HutchMail is available for a range of phones, which includes 
Nokia, Sony Ericsson, Windows Pocket PC & Windows 
smartphones. Even if your handset does not support this 
service, you can still access basic emails via GPRS of SMS. 

a Real-time delivery 

This feature ensures any new emails and calendar entries 
reach your phone the moment they reach your mail server. 
You can then create, view, reply, delete and forward them in 
real-time and in sync with your server. 
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= Attachment support | = Low cost of ownership. 
«HutchMail enables you to receive, view, save, edit and send HutchMail uses existing Т and telecom systems to increase: 
Word, Excel, PDF and PowerPoint attachments as you the utility of your existing handsets. 
~ would on a computer. To check if your handset supports =» HutchMail subscription 
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Whose Spectrum Is It Anyway? 


That’s something Telecommunications Minister Maran will have to decide. 
Opposing telcos are making sure he isn’t short of information. 


Telecommunications Minister 

(he also heads the rr ministry) 
Dayanidhi Maran will sit in on a 
joint presentation by India's GSM 
(Cellular Operators Association of 
India) and СОМА (Association of 
Unified Service Providers of India) 
lobbies. At stake will be spectrum, 
bandwidth that all telcos need to 
grow. And the context will be set by 
a 142-page document put out by the 
Telecom Regulatory Authority of 
India (TRA!) earlier this year that 
recommends the allotment of more 
spectrum to the CDMA operators, 


S OMETIME IN OCTOBER, INDIA’S 


and the recommendations of a four- : 


member committee headed by the 
Wireless Planning & Coordination's 
adviser P.K. Garg, submitted in 


August, which more or less seconds, 


TRAI's opinion. 

Disregarding the original fact 
that the ground was unfairly level- 
led to allow telcos that provide 
mobile telephony services on the 
CDMA platform to enter the mar- 
ket—the unified licensing regime 
has sought to redress that—there 
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seem to be merits on both sides. 
And not on the basis of technical 
arguments, of which there seem to 
be plenty. *A CDMA operator with 
5-MHz spectrum can serve 2.38 
times the number of subscribers as 
a GSM operator with 10-MHz spec- 
trum," goes one, offered by the 
GSM lobby to show why it, and not 
the CDMA one, should get more of 
the scarce commodity. 








The real issue is one of stan- 
dards, and GSM and CDMA are, in 
effect, playing out a saga that has 
been played out before them by the 
likes of PAL and NTSC. GSM seemed to 
be the standard in India, till the 
government, by allowing the entry of 
CDMA operators into the mobile tele- 
phony space, created a rival stan- 
dard. Now, the 62-million-subscriber 
Indian mobile telephony market is 
divided between GSM and CDMA 
3.8:1. And no standard exists. The 
thing about standards is, they are 
market-determined. Rather than 
adopt the high ground of not auc- 
tioning spectrum (on the grounds 
that it will increase costs to con- 
sumers; it won't; competition will 
take care of that), the government 
should go out and do just that. A 
telco or two may go belly up, but as 


-long as the regulator ensures that 


the end-user is guaranteed of rea- 
sonable service quality and tariffs, 
and prevents the creation of mono- 
polies, that will not do anyone any 
harm. Let free market forces have 
their say, Minister. 
KUMARKAUSHALAM 


xx BETC EURO 


4 


LACOSTE 


\, 


۹ 


t 
Е + 





эз 
$ 
>. 





Ка 
"d 
z 
x 
+ 


/ 


un peu d'air sur terre 


René Lacoste 1927 


bt trends 


Q&A 


“The Race Is 
Just Beginning” 


Е RANK BROWN, PRESIDENT, MTV ASIA NETWORKS, WAS 
in Mumbai in early September on a headhunting 
trip (specifics: find a head for MTV to replace Alex 
Kuruvilla and hire an entire team for children’s chan- 
nel Nickelodeon). He spoke to BT’s Priya Srinivasan on 
the network's response to Nick's disappointing show and 
the challenges at мту. Excerpts: 


VH1 is clearly what MTV set out to be when you first 
came into India. That didn't succeed and MTV swiftly 
localised its content. So, why test the concept again? 

A lot has changed (in India) in the last decade. The 
industry is a lot more fragmented and there are sub gen- 
res and niches; consumption patterns are in general beco- 
ming sophisticated. We believe there is an unsatisfied 
demand for an international niche channel. We don’t 
expect it to be as strong a brand or as big a business as 
MTV in India, but it has an appeal for its target audience. 
We will need to market the channel better as a next step. 


Your children's channel Nickelodeon is lagging behind com- 
petition. What do you think is going wrong here? 

Nick has been a shelf space holder, an introduction to 
kids’ programming in India and it’s only now that we 
are starting to staff up for it. It will have its own 
investment, resources and merchandising. We have 
started the localisation process here. We are starting to 
see viewership rise but this is a marathon, not a sprint, 
and the race is just beginning. 


Music television in India attracts a mere Rs 150 crore of the 
Rs 5,000 crore ad spend that goes to television. Where do 
you think the next big leap will come from for MTV India? The 
soap you launched last year (Kitni Mast Hai Zindagi) didn't 
quite work, did it? 

We need to marry the MTV DNA with different 
kinds of programming and we are not afraid of 
failure. Kitni... brought in the viewership and was 
doing well for the first few weeks and then started 
to taper off. It was a breakout in terms of pro- 
gramming for us and we intend to have more 
lifestyle-based programming, but for it to be true 
to the MTV brand, we need to do it in-house. The 
channel’s heartbeat will always be music, so it will 
be a balance between music and other kinds 
of entertainment. 


28 BUSINESS TODAY OCTOBER 


UMESH GOSWAMI 





The distribution end of the business for television in India is 


like no other in Asia and given that Conditional Access 
(CAS) hasn’t happened, how has this affected your second 
revenue stream, subscription? 

CAS is a unique issue, be it in Asia or the world. 
Affiliate revenues take different forms and there are 
challenges associated with it anywhere. Of course it 
has a unique incarnation here, but we waited out the 
period during the CAS (debate) since we had not yet 
begun to take affiliate revenues, and waited for 
clarity and then began an affiliate revenue stream 
with (Sony) One Alliance. But we are driven more 
by advertising revenues, so CAS is not that much of 
an issue. We are also just seeing the thin edge of a 
fat wedge on consumer products (merchandising) 
and digital content. 


Companies of every hue across the globe are looking at 
outsourcing something or the other to India. What about MTV 
Networks, given the vantage point you have in the market? 
We are definitely looking at it. In fact, we would look 
at outsourcing entire shows to India, shows that are not 
intended for airing in India at all. There is a lot of ТУ 
talent here that can be tapped for global programming. 


Finally, why was Alex Kuruvilla's exit so sudden? The mar- 
ket has been rife with speculation on his departure from the 
company. What was the issue? 

It was not sudden at all; it's just that whenever 
these things happen, they seem sudden. But he had 
been talking with me for a while about leaving. He 
did a great job while he was here and he leaves 
with a lot of goodwill. 
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F THE NAME OF A COMPANY CAN OFFER SOMI 

insight into the psyche of its promoter, 

then Prasoon Mukherjee should be a self- 
made man with a variety of interests and not 
entirely immune to a dash of hubris. After all, 
the Jakarta-based Non Resident Indian’s com- 
pany is named Universal Success. It isn't so 
much the name of his company that has pro- 
pelled Mukherjee into the news back home 
in India, as his connections. In Indonesia, as in 
some other countries in the region, who you 
know is often an indication of who you are. By 
that measure, Mukherjee is a very big man; he 
knows Anthony Salim who, according to an old 
joke that is still heard in Indonesia, owns the 
country. The reticent and reclusive Salim runs 
the Salim Group (Salim is an adopted name 
Anthony Salim’s father, a Chinese-Indonesian, 
took when he converted from Buddhism to 
Islam; Anthony has kept it even though the 
family has now converted to Christianity), one 
of the biggest in the region with estimated 
revenues of around $25 billion (Rs 1,10,000 
crore). Mukherjee, who once worked for the 
group and now partners it in some of its ven- 
tures, appears to have not just learned how 
to work the system from Salim, but built on that. 

Along the way, the 44-year-old has also replaced 
Purnendu Chatterjee as Bengal’s favourite industrialist 
son. Already, Universal Success is the single largest 
investor in the state by way of pledged investments in 
a satellite township, an IT park and a two-wheeler 
manufacturing unit, most of which are joint ventures 
with the Salim Group. Mukherjee's Bengal connection 
was the original reason for the Salim Group's desire to 
partner Universal and invest around Rs 44,000 crore in 
the state. And, in one of those moments that lend 
credence to such a thing as poetic justice, Mukherjee, 
who started his career as a waiter at Kolkata's Great 
Eastern Hotel, may be successful in his bid to buy it with 
the government readying to divest its stake. 

With a diploma in hotel management, Mukherjee 
signed on with Indian Tourism Development 
Corporation as a trainee after his apprenticeship with 
Great Eastern. He spent a decade in the company, 
but left when a promised promotion didn't come his 
way and moved to Malaysia, where he landed a job 
overseeing the operations of TGI Friday restaurants in 
the country (there were 11). In 1994, he left as Director 
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(South East Asia), TGI Friday and moved to Jakarta, and 
a new job with the Salim Group. A stock option pro- 
gramme made him rich and in 2000, he bagged a 
franchise for Outback Steakhouse in Singapore. “1 
was always haunted by the dream of doing something 
on my own and that is what probably prompted me to 
sell half my shares and leave for Los Angeles where I 
met the top brass of Outback Steakhouse," says 
Mukherjee. Today, the man runs 25 Outback restau- 
rants in Malaysia, Thailand, the Philippines and Jakarta 
(apart from Singapore) and plans to take the number to 
100 soon (he has plans for India as well, which he'd 
rather not speak about). All through, Mukherjee remai- 
ned in touch with the Salim Group, something that is 
now paying rich dividends not just for him but for the 
state of his origin as well. *In my heart, | am a Kolkata 
boy who grew up in the bylanes of a central Kolkata 
neighbourhood," says Mukherjee downplaying his 
position of power. That may be the case, but no one can 
fault him for behaving like an arriviste should he bag 
Great Eastern. You see, Mukherjee actually arrived 
almost a decade ago. 

RITWIK MUKHERJEE 
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~ A Precedent Is Set 


First case filed under the IT Act, 2000, is disposed off. 


HE FIRST-EVER CASE FILED 
under the Information 
Technology Act, 2000, has 
been decided. Adjudicating Officer 
Prakash Kumar, who is also the 
Union IT Secretary, dismissed a 
petition filed by the Bangalore-based 
Antares claiming 
" Rs 25 lakh in damages against New 
Delhi-based Commerce One (C1) 
India for alleged unauthorised entry 
into its systems, theft of its source 
code and violation of its intellectual 
property rights. 

The case is one of a business 
deal gone sour. In early 2002, 
Antares had teamed up with c1 to 
bid for an e-procurement project 
of the Andhra Pradesh government. 
But, claims Antares, C1 dumped it 


Systems 


after winning the contract. 

Antares also contends that C1 
developed the required system using 
its source code. Incidentally, the 
software developed by c1 is based 
on Microsoft's ASP and .net plat- 
forms, whereas Anatares' platform 
is based on Java. 

The Adjudicating Officer ruled 
that c1 had not gained unautho- 
rised access into Antares’ computer 
system. The judgement says: “I also 
do not find any merit in the con- 
tention... that the source code was 
provided to the respondents." On 
the question of damages, the order 
states: *... | am of the opinion that 
no case is made out... Hence, the 
respondents are not liable to pay 
any compensation." 
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hy Ratings Lie... 


The BRIC Economies 


| 


ГЕ THE WORLD ECONOMIC FORUM STICKS TO ITS 
f deadline, the World Competitiveness Report, 2005 
. should be out shortly after this magazine hits the 
stands. It is likely India will improve on its 2004 rank 
of 55; one reason for that is because the wcr’s methodo- 
logy includes micro-economic measures (read: cor- 
porate performance and the like) and India Inc., by any 
measure, and compared to industry in any other coun- 
try in the world, has been an outperformer for the past 
couple of years. That, though, is the only ranking that 
. Shows India in relatively good light. In most others, like 
Doing Business in 2006, and the World Development 
< Report, India is an under-performer, and, if the reports 


would invest in India and no company, want to do 
business in it. So, what explains the $8-bil- 
lion (Rs. 35,200-crore) in investments 
by foreign institutional investors (ЕП) 
India has attracted till September 17, 
2005? What explains the estimated 
$9.2 billion (Rs 40,480 crore) it will 
J| attract in all of 2005-06? And what is 

behind the common refrain of visiting 
CEOS that this is the second most attractive 
market (after China) to be in? 
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-are read the way they are meant to be, no investor. 





: And why they don't. An insight into how the world sees India. 


The BRIC Economies : 
lif 








Fact is, there are two Indias (much like there 
are two USAs as everyone has realised after Katrina), 
and some of the reports concern the India that most 
people living in large cities and working in a company 
whose stock is soaring on D-street have not experi- 
enced. Some of India's development indicators are 
abysmal (think infant mortality and enrolment of 
girls in primary education), and it wouldn't do to for- 
get such statistics in the euphoria of the Sensex 
breaching the 8,400-mark. From that perspective, the 
reports perform a critical role; they serve às our 
conscience and encourage us to do better. 

However, by focussing exclusively on the letter of 
laws and regulations, and on numbers, some of the 
reports, such as the Doing Business one, do India a dis- 
service. Pakistan's economy may be booming and it may 
actually be easier to do business there (the report says 
so), but would anyone overlook India's huge market, its 
pool of talent that can be tapped to work anywhere in 
the world, and its democratic regime? The good news 
is, few companies and CEOs are likely to be swayed by 


such reports. What should our response be: trash the - 


reports in public, and in private, quietly work on 
addressing the inadequacies pointed out in them. 
ASHISH. GUPTA 
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Landmark Group's Jagtiani: Widening his India focus 


Shifting Gears 


Landmark embarks on a major expansion. 


a mere seven Lifestyle stores in India. In the next two- 

and-a-half, though, it plans to ramp up the count to 
more than 30. Why is the $600-million (Rs 2,640- 
crore) retail major, owned by low-profile Micky Jagtiani, 
suddenly stepping on the gas? Because a host of fac- 
tors is coming together that could accelerate growth 
in the Indian retail industry, leading the 53-year-old 
Jagtiani, who’s so far been more focussed on other 
parts of his sprawling retail empire, to speed up his 
India plans. “We expect to invest Rs 5 crore in each 
store and will primarily focus on malls, although we 
also continue to look at viable stand-alone locations,” 
says Sankar G., Managing Director of Lifestyle 
International in India. This time around, Landmark 
isn’t just looking at metros, but tier-II towns such as 
Pune, Cochin, Nagpur and Coimbatore. 

Besides expanding Lifestyle’s nationwide presence, 
Sankar says the group is considering setting up more spe- 
cialty stores to add to the first Home Centre opened by 
Lifestyle at Gurgaon’s MGF Plaza. “The idea is to expand 
each of our categories (Lifestyle offers apparel, footwear, 
children’s wear, furniture, health and beauty) and offer 
customers a one-stop-shop for their requirements,” says 
Sankar. The stand-alone stores are expected to be spread 
across 50,000 square feet, while store-in-store cate- 
gories may get around 10,000 sq. ft of space in a single 
store. With scale becoming decisive in the retail business, 
Sankar says Landmark is open to “synergistic” acquisitions 
to grow its business. The retailer recently moved its 
India headquarters from Chennai to Bangalore to not 
only tap the larger pool of talent in the software capital, 
but also to be close to suppliers. Finally, Pantaloon’s 
Kishore Biyani may have some serious competition. 

RAHUL SACHITANAND 


Г SIX YEARS, THE DUBAI-BASED LANDMARK GROUP OPENED 
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JUMPING OFF THE 





HE EXIT OF SALIL KAPOOR IN SEPTEMBER MARKS THE FIFTH 

time in the past eight years that the marketing chief 
of LG India, the country's largest consumer durables 
company (revenues: Rs 6,500 crore), has quit. The 
buzz in industry is that the job is a high-pressure one. The 
company itself would like to think.otherwise. “1 feel that 
an LG experience opens doors to great offers for these peo- 
ple," says Y.V. Verma, Head (Human Resources), LG 
India. For the record, four of the five people listed here are 
still ‘deciding’ on their next move. 


Rajeev Karwal, 1997-1999 

Ex-CEO, Electrolux Kelvinator India 
Currently deciding on next move 

He is credited with having invented the 
fifth ‘P’ in consumer durables marke- 
ting, pace. The company went national 
within seven months of launch. He later 
put in a stint with Philips India and then served as CEO of 
Electrolux Kelvinator India. 





Ajay Kapila, 1999-2001 
Ex-Head, Marketing, Electrolux M 
Kelvinator India ў 
Currently deciding оп next move 

Kapila was built along the same lines as 
Karwal. He left LG for Kinetic and then 
moved to Electrolux. Speculation is rife 
that he may join the Dubai-based Jumbo Electronics. 


Pradeep Tognatta, 2001-2002 
Senior Vice President (Home 
Appliances), Samsung India 

* After Kapila's exit, the mantle fell on 
Tognatta, who was out of LG within a 
year, citing health reasons. 





Ganesh Mahalingam, 2002-2003 

Head (Marketing), LG India 

Currently deciding on next move 

He is credited with the company's decision to sponsor the 
2003 cricket World Cup. 


Salil Kapoor, 2003-2005 
Head (Marketing Services), LG India 
Currently deciding on next move 
Kapoor joined LG after graduating from 
Delhi's Faculty of Management Studies 
(FMS) in 1998. Thrust into the role 
after Mahalingam's exit, his wings were recently clipped 
following the entry of Girish Bapat, who joined from 
M&M as Head (Marketing). 

SHAILESH DOBHAL 
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Hedge Edge 


Watch out Fils, here come the 0115. 


ake your pick) institutional investors. No, it’s not a newly 
created class of stock traders, but our very own mutual funds 
(MFs) we're talking about. With the Securities and Exchange Board of 
India (SEB) enhancing the scope of domestic fund participation in the 
derivatives market—prior to this move there were several restric- 
tions—they have now been bumped up on a par with those pin- 
striped idols of liquidity, the foreign institutional investors (Fils). Like 
the Fils, domestic funds will now be considered active trading members, 
in respect of their position limits in index futures and options, stock 
options and stock futures contracts. Also, the funds’ schemes will be 
treated as sub-accounts of Fils. “This will create a level playing field, 
which will help investors invest in a new class of instruments,” points 
out Paras Adenwala, cio (Equity), ING Vysya Mutual Fund. 

Once Mrs throw their hats into the derivative ring, liquidity in the 
overall market is expected to increase. That’s because, as 
Krishnamurthy Vijayan, CEO, JM Financial АМС, explains: “With 
margin amounts getting reduced, more cash is left in the hands of the 
funds.” Earlier if an MF sold shares of Tata Steel worth Rs 500 in the 
derivates segment, it would also need to hold shares worth Rs 500 of 
Tata Steel in cash as well as Rs 500 in cash as margin money. Once the 
new norms come into play, the fund will have to hold only Rs 100 as 
the margin amount. Adds Rajan Mehta, Executive Director, 
Benchmark AMC: “The long-term breadth and depth of the market will 
increase, once funds get in sophisticated products.” Mehta is optimistic 
this will happen because of the removal of limits of exposure— 
earlier funds could only take a 50 per cent total portfolio exposure in 
derivatives. Now they can take a 100 per cent long position in 
derivatives, even if they have just 30 per cent in equities (and the rest 
in debt). However, don’t expect the action to begin tomorrow itself: 
Products have to be designed, investors educated... but the wait 
should be worth it. 


Ys COULD NOW CALL THEM THE DIIS, OR THE DOMESTIC (OR DESI, 
t 


MAHESH NAYAK 


TAKE IT TO THE LIMIT 


€ MFs to be considered trading members like 
Fils in respect of position limits 


@ Schemes of MFs to be treated as clients 
like sub-accounts of Fils 


€ Revised policy shall be applicable to all 
new schemes that are yet to be launched, 
or for which offer documents have been 
submitted to SEBI 


© Total portfolio exposure іп the derivatives 
market increased to 100 per cent from the 
earlier 50 per cent 


€ MFs will be able to increase their exposure 
to the F&O segment backed by liquid 
securities or cash; earlier it was cash alone 
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THE RETURN OF 





Trade-ins: Sponsored by dealers now 


ACK IN THE EARLY 90S, BARON 
International's Kabir Mulchandani 
rocked the consumer durables world 
with his cut-rate TVs and music sys- 
tems. One of his strategies: Exchange 
offers, which encouraged buyers to trade 
in their old TVs for new ones. Baron 
went bust and so did such trade-ins. But 
suddenly, they seem to have made a 
comeback in the Rs 20,000-crore con- 
sumer durables industry. Only this time 
around, it is not the marketers, but their 
28,000-odd dealers who are driving 
the trade-ins. "Dealers see the mar- 
keter's festival push as an opportunity to 
make the consumer upgrade, and many 
have decided to adopt the exchange 
offer route," points out Ravinder Zutshi, 

Managing Director, Samsung India. 
The exchange offer fever has swept 
across the board. "Some big dealers in 
the South, such as Viveks, may also 
start it soon," says Zutshi. But does this 
mean there is no marketer support for 
the exchange offers? Not really. For, 
most marketers do foot the local pro- 
motion bill if the dealer is pushing the 
exchange on its brand. And a few mar- 
keters, such as Videocon, are tactically 
pushing their low-end colour television 
range—yes, Akai again—through com- 
pany-led exchange offers. Expect more of 
such offers. Printers, copiers and, in 
some cases, two-wheelers are starting to 

jump on to the trade-in bandwagon. 
SHAILESH DOBHAL 
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Who: Girish Vaidya, Sr Vice President & Business Head, Finacle 
win: t He's not leaving the company as was reported in some sections of 


the media. Nor is Infosys considering selling the division 
as (again) reported 


Uniqueness: Vaidya heads Infosys’ sole product 
division. Finacle competes with i-flex's Flexcube 









Prospects: Infosys thinks highly enough of Finacle 
to invest $10 million (Rs 44 crore) to enhance the 
features of the product. The division grew by 41 per 
cent in the first quarter of 2005-06 


Opinion: “Why would Infosys get out 
of a business where it continues to 
grow? Earlier | was supposed 

to have quit, and now the 

unit itself is being sold,” 


4 
k 4 says Vaidya 
Г. УЕМКАТЕЅНА BABU 
E ani ER 
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IT.Fiasco 


IT firms vs Karnataka. 


T.IN, FORMERLY IT.COM, IS A 
Karnataka state government- 
sponsored show designed to 
showcase Bangalore's standing as 
India's Silicon Valley. The gov- 
ernment is keen that it is a suc- 
cess (it is scheduled for 
November). IT firms, peeved at 
the state's apathy to Bangalore's 
infrastructural nightmares, first- 
threatened (like they did last 
year) to boycott the show. 
"Bangalore will lose its edge if the 
state government does not 
improve the situation and fast," 
says Anant Koppar, President, 
Bangalore Chamber of Commerce 
and Industry. The city's infra- 
structure, adds T.V. Mohandas 
Pai, CFO, Infosys, "has not kept 
pace with the growth being wit- 
nessed". The state's response 
initially ranged from the indif- 
ferent ("They are constantly com- 
plaining; let them go if they want 
to," says M.P. Prakash, Deputy 
Chief Minister) to the aggres- 
sive—P.G.R. Sindhia, the 
Industries Minister, pulled out 
the Sarojini Mahishi report that 
recommends that all IT firms in 
Bangalore reserve 30 per cent 
of their jobs for Kanndigas—to 
the absurd. "This is a system- 
atic propaganda against my gov- 
ernment being carried out by 
vested interests and there is a 
political conspiracy," says Chief 
Minister Dharam Singh. As this 
magazine goes to press, how- 
ever, the state seems to have 
relented and says it is willing to 
listen to industry. As this maga- 
zine goes to press, the IT firms 
have said they will participate 
provided the event has a ses- 
sion dedicated to infrastructure. 
That may not quite be what the 

government wants. 
VENKATESHA BABU 
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EXCLUSIVE DATA MAY GET PROTECTION 


PROS & CONS 


AGAINST: Will 
€ Increase patent life 
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“EXCLUSIVE DATA” SUPPLIED BY DRUG COMPANIES AT THE TIME OF APPLYING FOR 
patents will soon get some protection. Some companies like Ranbaxy, 
Wockhardt and Sun Pharma say “this will result in the evergreening of 
patents” and prevent Indian companies from selling cheap versions of off- 
patent drugs. However, data protection is absolutely sine qua non if India is 
to emerge as a global hub for drug development and clinical trials. The 
Ministry of Chemicals has initiated talks with various stakeholders to arrive 
at a consensus. “We are looking at existing laws to see if they provide such 
protection or whether it will need legislative changes,” says a senior minis- 
try official, The government will also amend the rr Act, 2000, to tighten 
data protection in the business process. 


CUTTING OUT THE GAS 

OIL EXPLORATION AND PRODUCTION COMPANIES WILL NO LONGER BE ABLE TO 
make tall claims on new hydrocarbon finds. Capital market regulator SEBI 
(Securities and Exchange Board of India) has impressed upon the 
Petroleum Ministry the need to regulate inflated and unsubstantiated cor- 
porate announcements on massive oil and gas finds, which often result in 
volatility on the stock markets. The DGH (Director General of 
Hydrocarbons) has a system of regulating such statements and SEBI is now 
working with it to refine and relate it to the stock market. The idea is to 
put a transparent and verifiable mechanism in place. *It is good to have 
systems in place to let us know when something is premature and when it 
is mature," says SEBI Chairman M. Damodaran. Several listed companies, 
like Reliance, Essar and ONGC have recently announced large onshore and 
offshore oil and gas finds within and outside the country. 


ACAPTIVE STORY 

THE GOVERNMENT IS LIKELY TO ALLOW 100 PER CENT FDI (FOREIGN DIRECT 
investment) in coal mining for companies that generate captive power for 
iron & steel and cement companies. At present, only 74 per cent FDI is 
allowed. The proposal—mooted by the Ministry of Coal, headed by 


Prime Minister Manmohan Singh himself—is currently under the consi- | | 


deration of the Committee of Secretaries, which is expected to come out 
with a report by the end of September. 
ASHISH GUPTA 
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A bird's eye view of what's hot and what's not on the 


THE DEPARTMENT OF TELE- 


communications (DoT) says. 


hasn't yet been said on this. 
ties KUMARKAUSHALAM 


Tia 






Farm minister Pawar: Export it 
mr 6 {, x hu +75 


SWEET 


б SUGAR PRODUCTION IS LIKELY TO PEAK 
„at 18 million tonnes (MT) in 


2005-06, compared to 15.8 MT 
last year. Consequently, the in- 
dustry fears a crash in domestic 
sugar prices. To avoid this, 


issued an order allowing exports. 
He also directed mills that had 
imported 2.4 MT of raw sugar 
last year to tide over a domestic 


- Shortage, to re-export the same. 


sugar industry in good health. — 


.— ASHISH GUPTA 
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HEADLINER 


B.M. Khaitan 


IN A MOVE AIMED AT SECURING ITS 
leadership in the batteries business, 
. Eveready Industries has acquired a 
competing business from BPL for 
_ Rs 67 crore, The В.М. Khaitan- 
owned Eveready already has a dom- 
inant 46 per cent share of the mar- 
ket, and BPL Soft Energy Systems 
fetches another 9 per cent. Says 
Deepak Khaitan, Vice Chairman 
. and Managing Director of Eveready, 
and a scion of the-Kolkata-based 
group: “The acquisition made a lot 
of sense for us. It was becoming 
increasingly difficult to gain market 
share, which this acquisition affords. 
Besides, it would give the Eveready 
brand the much-needed shelter. 
After all; you need to protect your 46 
. per cent market share also." 
Following the acquisition, where 
rights to the BPL brand name expire 
after 30 days, Eveready will have 
only one competing group, 
Panasonic, and two competing 
brands, Novino and Nippo. Khaitan's 
. next move may well be global. “You 
"need to have a global brand if you 
` Want to have a respectable slice of 
the export pie," he says. Clearly, 
the Khaitans are far from done. 


RITWIK MUKHERJEE 
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B.M. Khaitan-owned Eveready acquires BPL’s battery 


business to consolidate its market position. 





ADAE's Ambani: CDMA all the way 


ADAE GROUP'S ANIL AMBANI SEEMS 
to be putting all his telecom eggs in 
the CDMA basket. If industry sources 
are to be believed, Ambani's 
Reliance Telecom, which offers 
GSM-based cellular services in about 
half-a-dozen circles in the North- 
East and the North, including West 
Bengal and Himachal Pradesh, is 
said to be considering a purchase 
offer from China Mobile (Hong 
Kong). Earlier, AFK Sistema of 
Russia, which has been scouting 
India for deals for sometime now, 
was said to be in talks with 
Reliance Telecom. 


Flying Against 
The Wind 


INDIAN AVIATION MAY BE FLYING LOW- 
cost, but Coimbatore-based 
Paramount Airways has decided to 
go business class. Promoted by the 
Thiagarajans, Madurai-based tex- 
tile magnets, Paramount is the first 
carrier to fly Brazilian Embraer E-Jet 
in India. It has signed up for two 
Embraer 170s and three 175s for its 
operations connecting not just small 


NIVSSOH NVZAV4I 


towns such as Madurai and 
Coimbatore, but tier-I] towns 
directly to major metros (say, 
Coimbatore-Delhi). But it remains 
to be seen if Paramount's low-cost 
full-service model proves viable. 


Tata Steel On The 
Prowl Again 





Tata Steel's Muthuraman: Insatiable 


TATA STEEL'S B. MUTHURAMAN IS IN A 
tearing hurry to meet his 15-million- 
tonne deadline of 2010. A year 
after he acquired Singapore-based 
NatSteel's steel business, he's said to 
be on the prowl for another acqui- 
sition or greenfield investment in 
Vietnam. It’s globalisation, the Tata 
Steel way. 


SWEEPSTAKES 
The New Order 


There's a churn in India Inc.'s fortunes. 
ICICI Bank beats HLL, and Bharti both 
Infosys and Wipro. 








Ventures 





CICI Bank 


Bharti Tele 


Figures are market cap on BSE (on Sept. 16 closing pic) in Rs crore 
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NOTHING 
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Ador Powertron is India’s first 

fully digital online UPS 
with an inbuilt maintenance engineer. 
A high-frequency device 
approved by DGQA, 
ideally suited for IT Companies, 
Industries,Large Office Complexes, 

Hospitals and Defence. 





@ Reliability is guaranteed by MTBF Data Information. 

@ Active Power Factor correction on Industrial load. 

© Parallel Redundancy (N+1) Range 

© inbuilt Software with Fully Digital Units and LCD display. 
@ Intermediate load range of 5KVA, 6KVA and 8KVA. 
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English cricketer Indian sports-equipment іе OPEC has decided 


| Andrew Flintoff ^ manufacturers, long-standing global not to increase oil supply, 
players, couldn't have asked for a better thereby dashing hopes of 
endorsement. The Woodworm bats used (countries) including India that 
by English stars Andrew Flintoff and hoped that the easing of CN" 
Kevin Pietersen, it emerges, are made conditions would reduce the 
in India. In many ways, Woodworm is a inflationary tendency on crude. 
company of the future: it has five The threat of an increase in 
employees in its corporate HQ and crude prices remains real, and Uu К 
„a outsources just about everything. The could dampen, if not entirely 
= willow i is English, but the bats are Indian. derail, India's party. 





"t The US and the EU are working to resolve 
differences between themselves on agricultural issues in the run 
up to the WTO meeting in Hong Kong in December. "Our reaching 
common ground will not be the end of the story," said EU Trade 
Е Commisioner Peter Mandelson, a reference to countries such as 
» India that need to play ball for the WTO meet to succeed. Still, a 
Trade Commisioner 1 US-EU front will make the job of India and other developing 

Mandelson 74 countries that much more difficult come December. 


India’s Gold Demand* 
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Beijing: According to research firm Gartner, China's IT 

market will be ‘worth $27 billion (Rs 1,18,800 crore) 
200) Term claims at sirce the county's own cones VERBATIM 
services industry isn't very developed, Indian firms stand 






to capture a Ори cent share of the mare by еп 


“It’s completely wrong. If reforms have slowed 
how do we register high growth?” 


Finance Minister P. Chidambaram, in an interview with Reut 


“The day the foreigners stop buying equities, the 
we'll have a problem. The cost of capital will go 
growth will slow down, currency will depreciate 
virtuous cycle right now that could become a vic 
cycle if foreigners leave” 

Morgan Stanley India strategist Ridham Desai, in BusinessWeek 


“I just knew water was a good business” 

Singapore's ‘water queen’ Olivia Lum, who built Hyflux, the largest 
р 7 

company in South-East Asia, in Forbes Asia 


“Donald (Trump) loves to fire people. I hav 
people do it for me” 
Style maven Martha Stewart, in Time 





“At times I might get too emotional. He does: 
GE's former boss Jack Welch on his successor Jeff Immelt's style o 














: zi in Fortune 
Australia: with china's 
— “The more accountable I can make you, the ea 
consumption iron ore, iod s $n) . WE. 
ТЬ 1S for ou to show you re a great ertormer. | 
aluminium, copper and nickel ХРТ arie 
more I use a matrix, the easier I make it to bla: 


| nudging 30 na cent, Chinese : giu 
firms have started acquiring someone else 


esi fatal, ha ho Hewlett-Packard CEO Mark V. Hurd, in BusinessWeek 
- be cause for concern for Indian 
metal majors that have been “I am deeply disappointed at our incompetenc: 
eee China” P 
continue soina "WA 


Memo from former Microsoft Corp. executive Kai-Fu Lee t 


“Asia will surpass Europe in 20 years” 
Britain's Chancellor of the Exchequer Gordon Brown ng his 
push abead with economic reform to compete with A 





сопоти 


“Companies strive to stay two steps ahead ‹ 
competition; we do that too. While many corp 
may be happy being the second most successtu 
company, in the battlefield there's no option o 


second-best. The winner takes it all" 
Chief of Army Staff Joginder Jaswant Singh, in The Econon 


“Human progress is based on the progress of sci 
But science without conscience is something w 
than no science" 


Director-General of Food and Agriculture Organisation Jacques D 
in The Hindu 
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VIVAN MEHRA 
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RANBAXY'S HUNTERS 





This fortnight's heroes: Ranbaxy's Singh 
and CEO BrianTempest 


HAT DO YOU DO IF YOU ARE THE HEAD OF A COMPANY 

whose prospects in the long term are great, 
but has hit a temporary trough, including all the 
accompanying ills, a decline in revenues, operating mar- 
gins, even profits? Well, if you are Malvinder Mohan 
Singh, President, and Brian Tempest, CEO, Ranbaxy 
Laboratories, you go out and raise $1.5 billion 
(Rs 6,600 crore) through a mix of ADRs, GDRs and 
FCCBs, and announce that this money will be used to 
acquire a pharma firm, either in the US or Europe. "We 
are witnessing interesting times in the global phar- 
maceuticals arena, which is poised for consolidation," 
says Singh. "This is the big opportunity that could 
well change the pecking order and determine who 
will dominate the generics (read: drugs that go off 
patent) business in the next decade." 

Today, Ranbaxy is the world's eighth-largest gene- 
rics firm. Going by the price Teva, the world's largest 
generics firm (revenues of $4.8 billion or Rs 21,120 
crore), paid for US generics major Ivax ($7.4 billion or 
Rs 32,560 crore for a company with sales of $1.8 bil- 
lion or Rs 7,920 crore), Ranbaxy's acquisition, if it 
spends all of the $1.5 billion, should fetch it a company 
with sales of $400-450 million (Rs 1,760-1,980 
crore). In tum, that would make it (2004-05 revenues: 
Rs 5,245 crore or $1.2 billion) a $1.6-billion or 
Rs 7,040-crore firm, and the world’s fifth-largest 
generics one. Size definitely matters in the highly 
commoditised global generics business. It'll be purely 
incidental that any acquisition of this magnitude will be 
India Inc.'s largest ever. 

SAHAD P. V. 
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і billion (Rs 13,20,000 crore): Estimate 
of hurricane Katrina's toll on the treasury, equal to 
what it cost the US to fight the wars in Afghanistan 
and Iraq 


<. million sq.ft: New commercial space being 
developed i in India this year. By 2009, the number 
will rise to 50 million sq. ft, says Global real estate 
services provider Cushman & Wakefield 


is 13 ) lakh: Cost of a 2-Mbps (internet-access) 
line i in India. A 45-Mbps line costs over a crore; it 
does Rs 44 lakh in South Korea 


3C kg: Per capita steel consumption in India. 
This compares with an average of 200 kg in China 
and 900 kg in Korea 


' million barrels a day: US consumption of oil. 
If lined up in 1-gallon cans, this volume would 
encircle the earth at the equator almost six times 
(about 147,000 miles of cans) 


J U 7o: Proportion of children between 6 and 14 
who enrol in schools in India. 75 per cent of those 
enrolled drop out by eighth grade, and 85 per cent 
quit by 12th grade 


IS 7 y^ : Proportion of subsidised foodgrain issued 
fiom the central pool that does not reach poor 
families because of identification errors and 
unethical practices 


. ) О. Number of commands іп the first version of 
MS Word. The 2003 version has more than 1,500 
commands and 35 tool bars 


: The number of signatures needed by Indian 
companies seeking to export. It requires just five 
signatures in the US and three in Japan 






3: The number of shopping malls in 
India three years ago. If that’s low, 
some 250 are in the works and will 
be up by 2008 


J million: Number of 
cellphones expected to be sold 
worldwide this year; IDC says 
some 57 million digital music 
players will be sold too 
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bt trends 


Blockbuster Year 


September, and already B'wood's best year. 


OLLYWOOD HAD ONLY 10 HITS 
B of 177 releases to show for its 
performance in 2004, This 
year, it already has 15 of 87 (in the 
first eight months). With the festival 
season yet to come, and big releases 
such as Dil Jo Bhi Kahey and 
Mumbai Godfather lined up, 2005 
could well end up being 
Bollywood's best showing in a long 
long time. “Business is very good 
this year and some good films have 
been made," says Yash Chopra, 
Chairman, Yash Raj Films, the com- 
pany behind monster-hit-of-the- 
year Bunty Aur Babli (it made 
Rs 41.8 crore) and the just-released 
Salaam Namaste (in its first five 
days, it returned Rs 9.5 crore on a 
budget of Rs 12 crore and is well on 
its way to being a hit). 
One reason for the improved 
performance of Bollywood is 













that producers have planned their 
releases. That may sound simple 
but it involves everything from mar- 
keting to promotional tie-ins to 
increasing the number of prints of a 
movie, thereby, making a killing in 
the first few weeks before piracy 
takes its toll. Apart from investing 
more in advertising, production 
houses also appear to be thinking in 
terms of target audiences and seg- 
mentation, even at the script-stage. 
“Movies are being aggressively (and 
differently) marketed,” says Tushar 
Dhingra, Vice President, Sales & 
Marketing, PVR Cinemas. In this, 
Bollywood has been helped by the 
growth in the number of multi- 
plexes in the country, some 73, 
with 276 screens across the coun- 
try in March 2005, between 15 
per cent and 20 per cent more 
than the corresponding num- 
bers in 2004. Apart from 
drawing people back to cine- 
mas, multiplexes (some of 
their halls are small) provide 
an ideal platform for indie 
films and the like. One of 
this year's blockbusters is 
one such, Page 3. With reve- 
nues of Rs 11 crore, no one 
dare call it a multiplex 
movie, though. 

AHONA GHOSH 








HITS OF 2005 
BOX-OFFICE COLLECTIONS 


Bunty aur Babli 

Black 

Mangal Pandey: The Rising 
Sarkar 

Waat 

No Entry 

Maine Pyar Kyun Kiya 
Dus 

Parineeta 

Kaal 

Kya Kool Hai Hum 
Lucky-No Time for Love 
Page 3 

Salaam Namaste* 
Virudh 


HITS OF 2004 
BOX-OFFICE COLLECTIONS 


Veer Zaara 

Main Hoon Na 
Dhoom 

Mujhse Shaadi Karogi 
Hum Tum 

Masti 


(All figures net of tax in R 
+ January to A 





Source: www. ibosnetwork 





Realty Bites 


Urban land reforms are a must to attract FDI. 





Stumbling blocks: Real estate laws need to be revamped 


real estate developers and seven private equity 
investors waiting to sink their teeth into India’s 
realty pie. They had better watch out, though. The real 
estate business is littered with legislative landmines, 
which not all of the foreign investors may know how to 
sidestep. Take the case of a mammoth Us-based apartment 
management company that acquires, develops and 
manages rental properties internationally. While this 
company is understood to be surveying the Indian mar- 
ket closely, it is at a loss when it comes to doing business 
in a market like Mumbai, where rentals are frozen at 
1940s levels, courtesy the Rent Control Act—a legislation 
introduced during World World II to protect citizens from 
soaring inflation. Says Pranay Vakil, Chairman, Knight 
Frank India: “At least two foreign firms meet us each 
week, but we recommend they tie up with a local partner 
since the legislations are too complex.” In fact, there 
isn’t even a law that reconciles the built-up area with the 
carpet area, i.e., what you build and what you sell, he says. 
That’s just one example. Did you know, for instance, 
that land titles are merely presumptive and not conclu- 
sive across the country? Says Swati Ramanathan, 
co-founder of Janaagraha, a Bangalore-based NGO that has 
studied the issue of land titling in-depth: “If you have 
registered a sale deed, that registration is merely fiscal in 
nature; it does not mean you own the land. By contrast, 
you have the Torrens system of real estate ownership 
followed in several countries, where the state guarantees 
ownership.” No wonder, eight out of 10 cases at Indian 
courts pertain to land disputes. 


A T LAST COUNT, THERE WERE ABOUT A DOZEN FOREIGN 


PRIYA SRINIVASAN 
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a, OU Ы 


THE CHINA-EU SPAT IS OVER. 





[es "LARGE DEPARTMENTAL STORES IN EUROPE 
are switching to Indian apparel exporters 
due to uncertainties of doing business with 
China", says Ajay Sahai, acting Director 
General of FIEO, an exporters' association. 
According to him, European departmental 
stores also expect the cost of procurement 
from China to increase by at least 10 per cent 
following the upward revaluation of the yuan. 
Result: “We are already witnessing a spurt in 
textile exports to Europe," says Rakesh Vaid, 
Chairman, Export Promotion Council. 
However, Indian and Chinese textiles are not 
substitutes, cautions Stefano Gatto, trade 
counsellor at European Commission. “Much 
depends on how the Indian textile industry positions 
itself,” he says. Let's not forget that compared to 
China's, exporters in India are minnows. 

SWATI PRASAD 


THE ADVENTURES OF 





B: THE END OF THIS MONTH, THE FIRST CONSIGNMENT 
of crude from Black Sea will hit the Indian 
shores. The modest shipment of 6 lakh barrels 
will be more expensive than the crude India buys 
from West Asia. So why is Petroleum Minister 
Mani Shankar Aiyar, and everybody else, cheering? 
For one, "it signifies the diversification of 
crude oil sources," says Deepak 
Mahurkar, Senior Consultant, 
PricewaterhouseCoopers. Today, 
India sources around 60-70 per 
cent of crude from West Asia. By 
adding another source, India's 
bargaining power with Middle \ 
East suppliers improves. Besides, “ 
crude from the Black Sea will come to 
India via the recently-inaugurated Baku- 
Tbilisi-Ceyhan (BKC) pipeline, which carries oil from 
the Caspian Sea to the Mediterranean, instead of using 
tanker transport along the Black Sea and the highly 
congested Bosporus. "Getting crude from the Black 
Sea is the beginning of an important phase," says Ajay 
Arora, Associate Director, Ernst & Young. 

SWATI PRASAD 
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Technology should be as simple 

as the box it comes in. 

Life is complicated enough. Technology shouldn't add to the problem. So Philips is 
committed to making technology that makes sense. Technology that's easy to use 
Technology designed around the way you live and work. In other words, technology 


that's pure simplicity. 


Join us on our journey at www.philips.com/simplicitv 
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bt noted 


Decided: By the 
Wadia Group, the 
date of launch of 
Go Air, its low- 
cost airline. Go 
Air Managing 
Director Jeh 
Wadia (shown 
here) tells BT that 
the airline will, er, go on air on 
October 30. The domestic aviation 
market in India has exploded over 
the past year and Go's entry should 
intensify competition. “Our target 
will be those who travel by the AC 
compartments of trains, apart from 
those who travel by Volvo buses,” 
says Wadia. 


Planned: By Abdul Kalam, India’s 
President, an 8-MW photovoltaic 
plant (read: solar energy plant) that 
will power his official residence, 
Rashtrapati Bhawan. The plant is 
expected to pay for itself in 20 years. 


Acquired: By the Indian Farmers’ 
Fertiliser Co-operative (IFFCO), the 
fertiliser unit of the Abhay Oswal- 
promoted Oswal Chemicals and 
Fertilisers. The co-operative recently 
announced that it would invest up to 
$1 billion (Rs 4,400 crore) in green- 


field facilities in India and elsewhere. 


THE NEW RED FM 


52 BUSINESS TODAY OCTOBER 9 2005 








Cleared: By the Tamil Nadu gov- 
ernment, a proposal by the world’s 
largest electronics manufacturing 
services firm Flextronics to invest 
Rs 450 crore in a manufacturing 
facility in the state. The company 
will start off by manufacturing cel- 
lular phones and set-top boxes. 
Flextronics already has a signifi- 
cant presence in India after its 
2004 acquisition of Hughes 
Software Systems (since renamed 
Flextronics Software Systems). 


Lost: By Indian 
Oil Corporation 
(CEO S. Behuria 
is shown here), a 
bid to acquire a 
51 per cent stake 
in Turkey's 
Tupras to a con- 
sortium, Shell- 
Koch, The ONGC- 
(Lakshmi) Mittal combine recently 
lost a bid to acquire PetroKazakh- 
stan to China's CNPC. IOC bid up 

to $4.12 billion (Rs 18,128 crore); 
the winning bid was $4.14 billion 
(Rs 18,216 crore). 


Launched: By Bharti Tele- 
Ventures, VISA and ICICI Bank, a 
credit-card-on-SIM, mChq. 
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COSTA'S HERE, 








Freshly brewed: Kick-start for Costa 


Gomy IS STILL SCOUTING FOR A PART- 
ner in India—the buzz is that it is 
talking to the K. Raheja Group that 
owns Shoppers’ Stop and is one of 
India's biggest real estate developers— 
but it has been pipped to the post by 
UK's Costa Coffee, which recently 
opened its first outlet outside West Asia 
and Europe in Delhi's Connaught Place. 
While the firm's 550 outlets worldwide 
and revenues of $270.4 million 
(Rs 1,189.76 crore) do not exactly com- 
pare favourably with Starbucks’ 9,671 
and $5.3 billion (Rs 23,320 crore), 
Costa is here, while Starbuck's isn't. 
“No company with a long term pers- 
pective can ignore the Indian market,” 
says Nick Williams, Commercial & 
Franchise Director, Costa Coffee. “It is 
after all one of the top four growing 
economies in the world.” In the next 
six months, Costa, in India, through a 
franchise arrangement with the Jaipuria 
Group that runs a large bottling operation 
for Pepsi, hopes to open 20 outlets in 
and around Delhi; by 2008, the group 
will invest Rs 150 crore in 300 stores 
across the country. Will being an early 
mover give Costa an edge? As R.K. 
Jaipuria will tell you, it gave Pepsi one. 

SUPRIYA SHRINATE 
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With Ambiligl 





You’ll never go back to ordinary TV. 


Philips Flat TV with Ambilight. It only makes sense to get the most 

ош of your television, so you'll never want to turn off the world's first and 

only Ambilight feature. By analysing the incoming TV signals, the Ambilight 

system projects a backgraund colour to fill your room and your eyes with pi i LI D & 

the dominant colour on your TV screen. The High-Definition Flat TV with " 
Ambilight from Philips — the next step in the evolution of television. sense simplicity 


Join us on our journey at www.philips.com/simplicity 
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What if the hardest day of your life 
was the first? 


Philips Neonatal Monitor. A premature baby enters this world small and 


бере — sometimes a mother's wedding ring can fit around its wrist. Anything less 
than a monitor with features created uniquely for that baby doesn't make sense. 


So Philips Neonatal Monitors are designed specifically around the needs of neonatal PH ! LI PS 
care teams and those first critical days of a premature baby. sense and simplicity 


Join us on our journey at www.philips.com/simplicity 
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+ Beating incredible odds, Ratan Tata’s Tata Motors has 
not just built running prototypes of the ultra low-priced 
car but geared up for a 2008 launch. An inside look into 
the automotive revolution it could unleash. r. uoi 


: THE SKIN: it could either be steel or 
} plastic. But given that vehicles with plastic 
: body haven't done well in India, the Tatas 
; may eventually settle for a steel body. 
: The styling is being done by Italy's IDEA, 
¦ which also designed the Indica 


| ENGINE: Most likely, 
¦ it will be a 600-cc, 
| two- or three-cylinder 
¦ petrol engine, generating 
: 25 to 30 bhp, mounted 
* onthe rear of the vehicle 


‚ SEATING: It will be a four- 
. seater, not a two-seater. Doors 
. may be replaced by curtains, 

| at least in the base model 










. DASHBOARD DIALS: 
Will be simple and 
functional, perhaps 
similar to those on 
two-wheelers 
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IRCA MARCH, 2008; 
Venue: The Geneva 
Motor Show. Like 
every year, the 78-year- 
old automotive show 
is a big draw. More than 5,400 jour- 
nalists, 750,000 visitors and 300- 
odd exhibitors have descended on the 
114,000-sq. mt. exhibition ground. 
As usual, the automotive drool fest 
is spectacular: there are super-luxury 
cars on display that are bigger, 
shinier and faster than the ones year 
before; hybrid cars promise to 
become cheaper and even more 


will be gearless and 32. 


environmentally-friendly, and a slew 
of nifty concept cars from the big 
manufacturers gives a peek into the 
automotive future—the small cars 
will rule. Yet, the biggest buzz is 
not about any of these cars. The 
talk of the show is the unveiling of 
the world’s cheapest car, with a 
sticker price of $3,000 (Rs 1,32,000 
at the current exchange rate). The 
manufacturer isn't Toyota, Suzuki or 
the French Citroen. It is a Pune- 
based company called Tata Motors, 
and the 6-feet-plus man standing 
next to it just can’t stop beaming at 


continuously variable transmission P 
technology (like gearless scooters) ` 






the flashing cameras. Five years after 
he promised (incidentally, at the 
same show) to build the world’s 
cheapest family car, Ratan Tata has 
delivered. Beating incredible odds 
once again, the Chairman of the 
Tata Group has built a car that 
could do to India what Henry Ford's 
mass production did to America in 
the first half of the 20th century. 
He's built Everyman's Car. 

Sounds far-fetched? Possibly nor. 
Even as this article is being writ- 
ten, engineers at Tata Motors’ 
Engineering Research Centre (ERC) 
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in Pune are putting a handful of 
Tata’s “dream car” prototypes 
through its paces. Simultaneously, 
they are gearing up to productionise 
the car—that is, figuring out how to 
mass produce the successful proto- 
type. Their target: Put India’s cheap- 
est car on the road by 2008. Says 
Tata, 67, who’s personally over- 
seeing not just the progress, but the 
making of the Rs 1-lakh car: “Yes, 
the prototypes of the car are run- 
ning... (and) we have developed 
now what would be the structure of 
the car. My best estimate would be 
that in the next two-and-half to 
three years—by 2008—the car 
would be out.” 

Before we get into what the 
Tata engineers are up against, it’s 
important to clarify a couple of 
things. First, the Rs 1-lakh price tag. 
Tata’s actual statement, he says, was 
about building a car for “Rs 100,000 
or so", The media, however, quickly 
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In an e-mail interview, Tata Group 
Chairman Ratan Tata fielded ques- 


tions on his Rs 1-lakh car. 


Excerpts: 


Is it possible to build a car for Rs 1 
lakh? If yes, will it indeed be a car? 

Right now, it wouldn't be appro- 
priate to give too much detail on 
the car. Closer to the time it's in 
the market, it would be right to 
talk about it. However, I can 
explain to you the concept. Before 
I do that, I should mention that 
the one lakh figure did not come 
from me. It was imprinted in the 
media by one of the journalists 
to whom I had talked about the 
small car in large volumes and he 


dubbed it the Rs 1-lakh car and the 
figure stuck. *Rather than getting 
distressed (about it), I took it up as 
a challenge," says Tata, who did 
something similar when he led a 
truckmaker into the passenger car 
business with the Indica. What it 
means is that by the time the Tata 
small car hits the road, its price tag, 
bloated by inflation, may be bet- 
ween Rs 1.30 lakh and Rs 1.40 
lakh, and may come in two or three 
variants, with the base model priced 
closer to the Rs 1-lakh target. (We'll 
see later in the story why Tata 
Motors can't price it any higher.) 
Building a car for Rs 1 lakh, or 
even about, is much harder than it is 
romantic. For, everything about the 
car must be worked backwards from 
the self-set price target. To spell 
out the challenge that Tata engi- 
neers face, they must build a small 
car that's almost half the price of the 
world's cheapest car (the Maruti 


asked me at what price would the 
car sell. I said it would be about 
1,00,000 rupees or so. This was 
blown out of proportions. So, 
rather than getting distressed, I 
took it up as a challenge. There is 
nothing sacrosanct about the one- 
lakh figure. In my opinion, it is a 
ballpark figure that we hope to 
address, but undoubtedly we need 
to bear in mind inflation and 
other market conditions. The car 
would be positioned between the 
motorcycle and the small car. 
Conceptually, we are looking 
at catering to the Indian market. 
The intention is that today you see 
a family of three or four all 
crowded on a scooter where you 


800) but be at least as good if not 
better, and yet meet all the safety 
and emission norms. In fact, if 
there's any manufacturer in the 
world who could have built a car for 
Rs 1 lakh, it is the Suzuki-owned 
Maruti Udyog. Its small car already 
sells for Rs 2 lakh, which, minus 
the effective tax component of 40 
per cent and profit margins (say, 
of 5 per cent), costs Rs 1.30 lakh or 
so to build. But according to 
K. Kumar, Advisor (Engineering), 
Maruti Udyog, and the man who 
helped build the company’s ven- 
dor base from scratch, “the 800 
and the Alto have already been 
pared to the bone”. Therefore, no 
amount of value engineering can 
shave another 25 per cent off the 
production cost. 

If India’s largest passenger car 
manufacturer—the 800 alone still 
sells more than one lakh units a 
year—is saying a Rs 1-lakh car isn’t 





possible, why is Tata Motors (which 
must produce the car at Rs 70,000 
to be able to sell it at Rs 1 lakh) con- 
fident that it can make one? More 
importantly, how is it going about 
building one? The company refused 


to share details of the project, but вт 


has been able to piece together at 
least the broad strokes of Tata’s 
small car strategy by speaking with 
several vendors, rival carmakers, 
automotive designers and engineers, 
and industry watchers, And the pic- 
ture that emerges is of one company 
braving peer ridicule, cynicism and, 
perhaps, subterfuge to push the 
limits of automotive engineering. 
The guiding mantra: think out- 
of-the-box, and question some or all 
of the industry’s long-held beliefs. 


A Car For India 

In a car, there are five big areas of 
cost. Engine and transmission, the 
skin, electricals, suspension and 


wheels, and the interiors (seats and 
trims). The first accounts for roughly 
26 per cent of the cost; the second 
and third about 8 per cent each; 
suspension and wheels (with brakes) 
account for another 9 per cent; and 
the interiors about 6 per cent. So 
there’s little room for cost cutting. 
But the fact that the car must be 
priced at Rs 1 lakh or so, settles a lot 
of issues for the Tata engineers. For 
one, the size and weight of the car. It 
must be smaller than the cheapest car 
available currently (although Tata 
says it will be slightly bigger, but 
lighter, than the 800), and must sport 
an engine that’s smaller than the 
800’s but powerful enough to lug 
the weight of the car (700-800 kg) 
and the four occupants (say, 300 kg). 

From such constraints flow a 
number of innovations that are said 
to be going into the making of 
Tata’s small car. Let’s start with the 
engine. BT learns that Tata Motors 





plans to build an engine that’) cost 
two-thirds the 800°, It may be a 
three-cylinder like the 800s (a two 
cylinder option is also being talked 
about) and possibly have a capacity 
of 600 cc, and churn out 25 to 30 
bhp. According to Tata, Delphi will 
be supplying the engine manage- 
ment system, since there is no indi 
genous supplier. In any case, the 
engine will be rear-mounted—for 
two reasons: One, to save primarily 
on the constant velocity joints (they 
cost about Rs 1,500) that are requi- 
red for front wheel-driven vehicies 
and, two, to obviate the need for a 
steering/frontal crash test (the 
Maruti van, for example, isn't requi- 
red to go through one}. The flipside: 
Cooling the engine will be harder, 
since there will be no air blowing 
directly onto the radiator fan, Tata 
also says that the car will be gearless 
(like gearless scooters), a feature 
that may have been incorporated 
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There's a stunning variety of such cars worldwide. A random look: 


Citroen C1 


ENGINE: Petrol—998 cc, 3-cylinder, 
68 hp; Diesel—1,398 cc, 
. 4-oylinder, 55 hp 
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Sitara 


ENGINE: Petrol, 170 cc, 
single-cylinder 

PRICE: Rs 92,345 

The oddball in this selection, 

the Sitara is Pakistan's people cart 
but meant for city traffic. Despite 
its odd looks, the Habib 
Motor-manufactured cart gives 

25 km to a litre! 


Aixam 751 


` ENGINE: Diesel, 479 cc, 


2-cylinder, 12.9 hp, 
PRICE: Rs 4,56,456-5,43,400* 


From three- to four-wheelers, and 
now to cute small cars, this French 
micro-manufacturer, with whom 
Kinetic had tied up to launch a small 
car, makes about 13,000 cars a year. 


*Not including taxes 












Smart Forfour 


ENGINE: Petrol & Diesel, 1,124 cc- 
1,493 cc, 3-cylinder, 68-177 hp 
PRICE: Rs 5,76,305-13,58,405 


This DaimlerChrysler brand is easily 
the smartest small car on four wheels, 
but it's not positioned as a means of 
cheap personal transport. If you've 
bought Smart, you are more interested 
in making a statement about yourself. 


Daihatsu Sirion 


PRICE: Rs 5,13,105-6,67,155 


Fifty-seven years after Pierre 
Boulanger stunned the French 
F\ automotive world by launching a 

"farmer's car", the 2CV, Citroen 
continues to boast of a strong 


portfolio of small cars. 






ENGINE: Petrol, 749 cc, 
2-cylinder, 35 hp 
PRICE: Rs 3,51,560 


First launched in Russia in 1987 
by truck manufacturer KAMAZ, Oka 
has sold more than 300,000 units. 
It is still the cheapest car in Russia. 


ENGINE: Petrol, 1,298 cc, 3-cylinder, 86 bhp 


PRICE: Rs 6,30,000 
Expect one of the Daihatsu, 


where Toyota owns 51 per cent, cars 
(with a 1-litre engine) in India soon. 


A plant with an annual 
capacity of 1 lakh is 
expected near Bangalore. 


Note: Car prices have been 
converted according to 
current exchange rates 
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more to increase ease of driving 
on congested city roads than to 
save cost. 

The hardest part, something that 
the Tata engineers are still grap- 
pling with, is building the car skin. 
Should it be metal like in the case of 
conventional cars or can it make 
do with plastic and still meet safety 
norms? If the Tatas go in for steel, 
the car will cost more, but will be 
more readily accepted by the con- 
sumers, since plastic-bodied vehi- 
cles are perceived to be unsafe (any- 
body remember Sipani Automobiles’ 
Badal or Dolphin?). Even with a 
metal skin, the company is likely to 
go in for some innovations. For ins- 
tance, instead of spot-welding the 
sheets, industrial adhesives may be 
used. This may seem like a simple 
innovation, but it has profound 
implications for the carmaker. 
According to Degussa, a Germany 
company that supplies structural 
adhesives, a medium-sized car requi- 
res welding at 5,000 points, each 
of which costs around 5 cents 
(Rs 2.20). Use of adhesives can halve 
the welding points, besides which 
one kg of adhesive can reduce the 
car weight by 25 kg. In addition to 
that, says a Degussa report, adhesive- 
bonded car bodies are more rigid, 
allowing the manufacturer to use 
thinner sheet metal, thereby reducing 
weight and cost of the car. A plastic 
body, of course, will not require 
either spot-welding or adhesives. 

But here’s the most interesting 
bit about the car: It may not have 
doors at all—at least in the base 
model—and instead have some sort 
of curtains. The higher end versi- 
ons, however, will have proper 
doors and glass windows that move 
up and down. No doors on a car 
may seem strange, but Indian con- 
sumers have long-driven the Willys 
Jeep, which had no doors; three- 
wheelers don’t have any doors 
either. (The Tatas had better watch 
out, though: new safety norms 
under draft may require all passenger 








O YOU KNOW WHAT WAS THE VEHICLE 
Henry Ford first made? No, not a car, 
but a quadricycle. So as you might have 
guessed, a quadricycle is a four-wheeler 
but not quite a car. According to the 
European definition, a quadricycle must not 
weigh more than 400 kg and carry load in 
excess of 200 kg, and the output must not 
exceed 15kw or 20.11 hp. India currently 
has no quadricycle standards, but SIAM 
has submitted two proposals, since there 
seems to be (to put it mildly) a diver- 
gence of opinion among its members. It's 
easy to see why there are differences 
among vehicle makes over quad standards. A quad can be used for a back- 
door entry into the small car market. Not surprisingly, there's a lot of action 
in the Indian automotive industry in the quad space. Bajaj Auto, most 
recently, announced that it would build a commercial four-wheeler, 
which, at a later date, can be turned into a passenger vehicle. Bajaj already 
makes three-wheelers and has access to a two-wheeler vendor base. Rajiv 
Bajaj, however, isn’t willing to talk about his quad at this time, and an 
e-mailed questionnaire to his office went unanswered. 

BT learns there are others trying to build quads too. Mahindra & 
Mahindra, Piaggio and TVS Motor, for example. Piaggio actually displayed 
a quad at last year's AutoExpo. As for TVS Motor, with the company's 
Chairman Venu Srinivasan busy fighting two-wheeler wars, it's unlikely that 
he will invest precious time and money into building one. But for M&M, 
which also didn't reply to e-mailed questions, it makes eminent sense to 
launch one. It can expand its range and reach in the small commercial 
vehicles segment, like Tata Motors has with Ace (see picture). Priced at 
about Rs 2.2 lakh, the Ace sports a 700-cc, 16-hp, two-cylinder diesel 
engine borrowed from the Indica (the Tatas literally halved the engine to 
suit Ace). Many in the industry see it as a precursor to the Rs 1-lakh car. 
Designed as a city commercial vehicle, quads like the Ace will be aimed 
at Bajaj's commercial three-wheelers. There's buzz in the industry that the 
Tatas are keen to push more manufacturer-friendly quad standards to use 
that as a route to the Rs 1-lakh car. However, Tata Group Chairman Ratan 
Tata has denied that his small car will be a quad in disguise. 





Tata's Ace: Meant to shake 
the Bajaj bastion 





Quad on their mind: Bajaj Auto's Bajaj, M&M's Mahindra and TVS’ Srinivasan 
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ATAN TATA ISN'T THE ONLY ONE DREAMING OF BUILDING A CAR FOR 

Rs 1 lakh. Little-known Pune-based Conex AvioAuto's 
Avinash Belgamwar is another man who dreams of such a car. 
He's already got two NID students, Abhinav Tiwari and Amit 
Patankar, to desing a protoype for him. While details of how he plans 
to productionise the car are not available, Belgamwar is confident that 

it can be made and sold for Rs 1.20 lakh, including taxes. 

Here's a look at the car's specs: 
Engine: 500-cc, 25-hp rear-mounted, 
obviates the need for expensive front- 
wheel drive system 


Fuel: CNG and auto LPG. Designers 
promise 25 km per kg of fuel 
Body: To keep costs down, 
designers plan to use similar dies 
for both left and right doors 
Highlight: Rotating co-passenger & 
seats for easy entry/exit 2709908 
AHONA GHOSH AND KUSHAN MITRA Abhinav Tiwari: Designed the alternative Rs 1-lakh car 


cars, starting 2008, to have doors.) 
How will the inside of the car look? 
Contrary to what some people 
expected, the Tata small car will 
not be a two-seater but a four-seater, 
and the dials on the dashboard may 
be as simple and functional as what 
you have on some two-wheelers. 
Not surprisingly, then, most vendors 
who have been approached cur- 
rently supply to two-wheeler manu- 
facturers. Says A. K. Taneja, 
President, ACMA, and President of 
Shriram Pistons & Rings: “What 
foreign car makers like Suzuki did to 
manufacturing volumes and quality, 
the Tata small car project could do 
to the R&D capabilities of ancillary 
manufacturers.” 

Tata Motors’ small car-making 
paradigm goes beyond product 
development, though. To ensure 
that vendors are able to keep their 
costs low, the company is looking at 
ways to increase sales volumes. 
According to Tata, the potential 
market for such a small car is about 
one million a year, but not all cars 
will be sold by the Tatas. In fact, the 
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company doesn’t plan to sell more 
than five to seven lakh of this car a 
year. Who'll cater to the rest of the 
market? Independent assemblers, 
who'll be trained and equipped with 
assembly lines and car kits by the 
Tatas. However, they may not be 
allowed to use the Tata marque, 
and nor will Tata Motors assume 
any responsibility for warranty and 
liabilities arising from the sale of 
vendor-assembled cars. So, contrary 
to what was believed, Tata Motors 
is not going to outsource manufac- 
turing of the Rs 1-lakh car. 


The Coming Small Car Wars 
A car priced between a high-end 
two-wheeler and a low-end four- 
wheeler has the potential to explode 
the small car segment. At present, 
some six million two-wheelers and 
a million passenger vehicles 
(including cars and utility vehicles) 
are sold in India annually. That 
apart, an estimated six lakh sec- 
ond-hand cars (which is as many 
as new cars sold) are bought every 
year. While the existing car buyers, 


VIVAN MEHRA 





who are willing to fork out at least 
Rs 2 lakh for a four-wheeler, may 
not be Tata’s potential market, the 
six million two-wheeler buyers are. 

As mentioned earlier, it’s unli- 
kely that the Tata small car will 
meet the Rs 1 lakh target. But it 
will certainly be close to that price, 
especially if the government decides 
to lend a helping hand. At siAM's 
annual general meeting in Delhi on 
September 1, Finance Minister 
P. Chidambaram delighted small car 
manufacturers by saying that “the 
government is fully aware that com- 
panies intending to manufacture small 
cars are looking at India as a base 
for such manufacturing. We have to 
revisit the issue of taxation earlier 
than we thought”. (A panel has been 
set up to look into it.) Currently, 
Cars attract an excise duty of 24 per 
cent, besides other state taxes. 
Carmakers want the excise to be cut 
to 16 per cent to make the small cars 
(below 1,200 cc) cheaper. Says Jag- 
dish Khattar, immediate past-presi- 
dent of SIAM and Managing Director 
of Maruti Udyog: “India can become 





ONE DAY HER BANK 


WILL CHANGE. 


HER ATM, HOWEVER, MAY NOT. 













The Rs t-lakh, four-seater vehicle is possible, he says, and 
takes a look at the product composition and feasibility: 


Product Composition: Based on today's bill of materials (BoM) of 
Rs 75,000 for a three-wheeler and on the assumption that a Rs 1-lakh vehicle 
will drive volumes of one million plus annually, following would be the product 
scenario: 2.4 metre overall length, 1.5 metre width and 1.5 metre height, a 
three-wheel vehicle with two 8-inch diameter wheels at the front for stability 
as well as low floor for packaging efficiencies and low steering effort with sin- 
gle, 18-inch diameter whee! at rear. 

A large door on either side to facilitate better ingress and egress, with a cen- 
tre-point manual rotating side window. Two seats at front, sitting almost ver- 
tically atop the front wheels and one bench to accommodate two children at 
rear. Probable power plant: 600-cc, two-cylinder, air-cooled, rear-mounted and 
rear-drive engine. This will afford good power to the 600-kg GVW car—the 
weight ratio that can be achieved through a monocoque steel today. 


Feasibility: Starting with the assumption of a three-wheeler's BoM and con- 
sidering the million-plus volume, the manufacturer will need to engineer 
suitable power plant, taking cues from several such configurations available glob- 
ally. The three-wheeler setup is recommended for the obvious benefits of lower 
emission and other regulatory norms to comply with as well as the lower costs 
associated with far fewer components. 

Based on the likely BoM of Rs 70,000 and with the addition of manu- 
facturing costs of 6 per cent plus the taxation component (a manufacturing plant 
set up in the north-east or Bhuj would be excise-free), and after the inclusion 
of distribution and marketing costs, it is possible to make this car at Rs 1 lakh. 
The main ingredient being the low amortisation of Rs 500 per vehicle 
achieved through a lifecycle volume of 10 million units on a capital outlay of 
Rs 500 crore. While a three-wheel configuration might seem to be noisy, slow, 
archaic and prematurely developed in light of our perception of today's three- 
wheelers, the trick in my proposed vehicle is one of a tear-shaped, fully cab for- 
ward, chic and trendy, albeit radical, style, which will be coupled with the free- 
rewing, high-output engine of tomorrow. 

Dilip Chhabria is a Mumbai-based automotive designer 
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Dilip Chhabria: Thinks a Rs 1-lakh car 
is more than possible 


the small car hub in five to seven 
years, and the government can easily 
recover the initial loss in revenues 
through the additional sales and jobs 
that such a move will generate.” 
Despite the opposition from 
manufacturers who don’t make 
small cars, the government will 
almost certainly offer some kind of 
sops to small carmakers. And India 
won't be the only country to do 
so. Japan, Korea, Brazil, Thailand 
and now China all offer tax con- 
cessions to small cars. Says Dilip 
Chenoy, Director General, siAM: 
*Japan gained global leadership in 
small cars because its government 
actually incentivised ownership of 
K-cars (less than 660 cc). We think 
India has an opportunity to become 
a manufacturing hub for such cars." 
For Tata Motors, such a move 
will cut both ways. Here's how the 
scenario could play out: The 
moment, or possibly even before, 
Tata Motors launches its small car, 
Maruti will move to cut the price of 
its 800 to bridge the price gap bet- 
ween its own small car and the 
Tata's. When that happens, the 
choice for the buyer will be bet- 
ween a new, and hence untested, 
car and a tried and tested work- 
horse (the 800). Can Maruti afford 
to drop 800 prices? Yes, even 
today. Its dies and tools are fully 
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depreciated, so it can bleed a com- 
petitor if it wanted to. 

There's another thing that 
Maruti could do without resorting 
to a price cut. It has 185 True 
Value outlets (for pre-owned cars) 
across the country, and it can sim- 
ply step up its focus on this busi- 
ness. If Maruti steps in to offer, 
say, a four- or five-year warranty 
on its pre-owned cars, a signifi- 
cant population of potential buy- 
ers would be encouraged to buy a 
car for Rs 70,000 to Rs 80,000 
than spend Rs 1.3 lakh or so on a 
new car. Says a carmaker: "There's 
no doubt that Maruti can inflict a 
lot of damage (on Tata's small 
car) if it wanted to." 

Competition to the small car 
isn't the only thing Tata Motors 
will have to worry about. By end of 
2006, Maruti's new diesel plant 
will be ready and that will coincide 
with planned capacity expansion 
at Manesar, nearby to its existing 
plant in Gurgaon. (Readers may 
remember that Maruti had intro- 
duced diesel versions of its Zen and 
Esteem cars with Peugeot engines, 
but subsequently withdrawn them 
because of poor margins; a new 
plant—with Fiat diesel technology— 
would make diesel launches more 
profitable.) Therefore, by 2007, 
Tata Motors' breadwinner in the 
passenger car segment, the Indica, 
which has little competition today, 
will be under attack from Maruti. In 
such a scenario, Tatas would not be 
able to afford to lose money on 
their new small car too. 

Therefore, ironical as it may 
seem, building the world's cheapest 
car may be easier than making it 
the most popular car. But then, a 
man who had the vision and cou- 
rage to conceive and put an entire 
organisation behind a seemingly 
impossible project, would also have 
figured out a way to make it a com- 
mercial success. Especially now that 
he has seven more years at the helm 
of the Tata group. 8 
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Amateur inventor: 


his < 


T WAS 1962, AND | WAS 18, WHEN | GOT IT INTO MY HEAD THAT | SHOULD BUILD A LIGHT 

aircraft with imported kit and drawings as advertised in Popular Mechanics. 

So | asked my father, T.S. Krishna, for $1,500 (Rs 12,000, according to 
the then exchange rate of Rs 8 to a dollar) to import the kit. “You are not 
getting anything that flies,” was his reply. As a kid, | used to work in 
various departments of the TVS service station every summer, and one fine 
day—l was on a summer break in Madurai from IIT Madras, where | was 
a second-year student—1 decided that | would make a car instead. 
The question was, how to go about it? 

Roping in the services of a fitter and a technician, | started with literally 
drawing the outline of the chassis with a chalk on the floor, bent GI pipes to 
make the outline body shape and welded the cross channels for strength. | 
scrounged around roadside repair shops and located an Austin (1950) 
steering box and tie rod ends, and slapped a Triumph (300-cc, single- 
cylinder) engine (1940 vintage) on it and picked up wheels from a Vespa 
scooter. Much like in a cycle, we put a chain from the engine to the rear wheels, 
using a single live shaft with no differential! The Triumph engine had no oil 
pump, so oil had to be pumped manually, but the car, which cost me 
Rs 15,000 or so, worked just the same and gave me 15 miles to a gallon. But 
it had no reverse gear and pumping oil was tricky and messy, so we replaced 
it with a Royal Enfield 350-cc engine with a reverse gear from a totally writ- 
ten-off mobike, bought from an insurance company for a grand sum of Rs 750. 
With that it was ready for regular use (without a body, of course, except the 
mud guards), and | even had it shipped to Madras and was driving around the 
city till | graduated from IIT Madras, where it proved to be quite an eye-turner. 

On the city roads, dogs would sometimes chase me, but | was well 
armed to deal with them— used to keep an engine starting lever handle in case 
of an attack. Later, my nephew Badri Vijayaraghavan carried out several modi- 
fications to the car and it became a family favorite; my cousins would drive it 
around. The longest trip was driving it to Madurai from Chennai and then to 
Kodaikanal hills in 1963. | faced only one breakdown—a broken chain link. 

After | graduated, it fell into disrepair as no one was able to handle this tem- 
peramental driving machine, until three years ago, when | decided to refurbish 
it. Sometime back | tried driving it on Chennai roads, but realised that traffic 
was too much to do what | did with ease in the 1960s. But it was great fun 
driving this machine at 80 kmph. It was registered as an LCV in 1963, so | am 
happy it was recognised as a car of sorts. 


K. Mahesh is the Chairman & MD of Sundaram Brake Linings 
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India's first ever extra large wall tiles (Large Format), first tiles for high traffic areas 
(Group V), first to introduce single firing monoporosa technology for wall tiles, to О) 
name a few. Kajaria leads by innovation. Creating new concepts in size, shape, 
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colour, material, finish and use. Kajaria was also the first to launch exclusive m d 1١ 
showrooms (Kajaria Plus). The first to flag off mobile exhibitions (Caravan) across 
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India. To open India's biggest imported tiles outlet (Kajaria World) with exclusive fi Г S t % 
designs from Spain and Italy. Kajaria has big ideas for the future and followers. > ho KS 
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KALYAN CHAKRAVORTY 


Trade talk: Blair and Singh know there's plenty to reap on the agriculture and services front 





Wooing India 


The EU wants India on its side at the WTO. It also wants a greater slice of the 
Indian market. But India wants EU to deliver on its promises first. ASHISH GUPTA 


RIME MINISTER MANMOHAN 
Singh had planned to 
showcase Shimla, the sum- 
mer capital of the British 
Raj, to his British coun- 
terpart during his recent visit to 
India. However, bad weather inter- 
vened, forcing a change in the venue 
of a luncheon meeting between the 
leaders to the gold-domed Udai 
Vilas Resort in Udaipur, some 660 
kilometres from Delhi. Never- 
theless, it afforded British Prime 
Minister and European Union 
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President Tony Blair a chance to get 
a feel of the real India—teeming 
crowds along the dusty road from 
the airport to the resort and, hold 
your breath, a herd of cows that al- 
most brought his motorcade to a 
halt. It was very different from the 
high-profile meetings, photo-calls 
and diplomatic negotiations that 
were otherwise the feature of his 
three-day trip. 

jut away from the arc lights and 
the public bonhomie, the trip was all 
about hard-nosed negotiations and 


business. It had to be: Blair landed in 
Delhi on September 6 with a dele- 
gation packed tight with 50 of the 
world's leading businessmen—his 
party included the CEOs of British 
Telecom, BAT, Barclays and Glaxo 
SmithKline-Beecham. And all of 
them delivered the same message at 
the Sixth India-EU Business Summit 
on September 7: it is in India's 
interest. to further open up its 
economy as this alone will result in 
more trade and greater investment 
flows between the European Union 





PINAKI PAUL 


and India. EU Trade Commissioner 
Peter Mandelson, a member of 
Blair's delegation, says: “India can 
increase the per capita productivity 
and income of her rising popula- 
tion only from the stimulus of eco- 
nomic openness.” Adds Alan 
Johnson, Secretary of State for 
Trade and Industry, UK, another 
of Blair’s co-passengers: "India-EU 
trade has to be a two-way street. 
While we benefit from Indian 
onshore and offshore service 
providers, Europe also has much to 
offer in retail, in accountancy, in 
advice on European company law 
and in insurance.” 

Every delegate was obviously 
reading from the same script. 
Martin Harman, Chairman of UK 
law firm Pincent Mason, feels allo- 
wing foreign lawyers to practice in 
India is crucial to attracting foreign 
direct investments as “this will 
allow foreign companies to deal 
with their trusted advisors (read: 
foreign lawyers) in India.” Sanjiv 
Ahuja, CEO of telecom giant 
Orange, and David Wright, Vice 
Chairman of Barclays Capital, say 
more of the same about telecom 
and financial services, respectively. 

It’s natural for these CEOs to 
pitch for a larger slice of the Indian 
market. With a 220-million-strong 
middle class and an economy 


Source: EUROSTAT 





that's running on a mild dose of 
steroids, India does present huge 
untapped opportunities for El 

companies. Though the big 
picture—lIndia-EU trade volu 

mes touched $35.37 billion 
(Rs 1,55,628 crore) in 2004-05 
and is growing at 20 per cent per 
annum—looks impressive, the fine 
print shows that this is just scratch 

ing the surface. EU accounts for 
20 per cent of India's global trade, 
but India accounts for only about 
1.5 per cent of EU's total. Clearly, 
there's a massive upside potential. 

The Eu delegation had the pre- 
scription ready: open up retail, 
accountancy, insurance, agricul- 
ture and financial and legal services 
for greater trading opportunities 
and larger investment flows. 

But to India’s officialdom, this 
talk of “globalisation in action" 
and “walking the talk” rings hol- 
low. Only a day before landing 
in India, Mandelson, otherwise a 
staunch supporter of free trade, 
brokered conciliatory a deal with 
China, limiting Chinese textile 
exports to EU. And earlier this 
year, under Blair’s presidency, the 
EU placed limits on the import of 
Chinese textiles, despite agreeing, 
more than 10 years ago, to lift 
such restrictions by January 2005 
The upshot: more than 80 million 





Kamal Nath: Seeking reciprocity 
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pieces of Made in China garments 
ordered by European retailers were 
blocked by Eu customs. 

There are plenty of India-specific 
examples, too. Says Union 
Commerce & Industry Minister 
Kamal Nath: “Indian trade and 
industry circles feel that the action 
we have taken in liberalising 
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procedures and opening up our 
markets for global trade and indus- 
try have not been reciprocated by 
the developed world." He points 
to the disproportionately large num- 
ber of Indian textile, electronics, 
chemical, pharmaceutical, herbal 
remedy and steel products that face 
non-tariff barriers in the 25-nation 





strong EU market. *And that's not 
counting the huge subsidies that 
the EU and the us give to their farm- 
ers. These make Indian farm pro- 
duce uncompetitive in the global 
market and act as a barrier to free 
international trade,” he adds. 
Despite these bilateral asymme- 
tries, which the EU has promised to 
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address, European leaders are keen 
to have India (as one of the leaders 
of the G-20) on their side at the 
WTO round in Hong Kong, if only 
to take on the might of the us. The 
developed countries can't afford 
another failure such as those in 
Seattle апа Cancun, because they 
have been the major beneficiaries of 
the multilateral trading system. Says 
Mandelson: “Our interests do not 
entirely overlap in this round, but 
we are united in our desire to make 
the implementation of the Doha 
negotiations a success in Hong 
Kong." The EU's promises on redu- 
cing agricultural subsidies and al- 
lowing the free movement of pro- 
fessionals—sweeteners designed to 
woo India-—however, do not cut 
‘© much ice with analysts like Nagesh 
Kumar, Director General, Research 
a formation System of Deve- 
loping Countries, a government 
think tank. “We agreed to sign the 
Trade-Related Tntellectual Property 
Rights (TRIPS), Agreement on the 
© Trade Related Investment Measures 
ERMS) and the General Agreement 
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on Tariffs and Trade (GATT) in 
1996 because we were given 
assurances that distortions in agri- 
cultural trade would be removed 
and Mode IV (free movement of 
professionals) opened up. But EU 
has not delivered on any of these 


promises,” he says, adding: 
“Without specific deadlines, such 
promises are meaningless.” 

But India and the EU do have a 


common agenda on some issues. 
Both are against any further open- 
ing up of the global agricultural 
trade, albeit for completely different 
reasons. India wants to protect its 
small and marginal farmers, while 
the EU wants to shield its heavily 
subsidised and politically impor- 
tant farm lobby. 

Secondly, both the Eu and India 
realise that they will benefit from a 
further opening up of the services 
sector. For India, it will mean easier 
travel for its professionals (Mode 
IV), opening up of the health sector 
to its service providers and recog- 
nition of its educational degrees in 
the developed world. And any for- 
ward movement on services will 
allow the EU to gain a foothold in 
retail, legal and banking and finan- 
cial services in India and other 
closed (or partially open) markets. 
The Indian government will decide 
on its course of action shortly. 

Despite a few very obvious dif- 
ferences in perspective, the Sixth EU- 
India Business Summit did result 
in some very tangible gains for both 
sides. Singh and Blair signed an 
agreement to increase the 84 direct 
passenger flights between Britain 
and India by a factor of three. Deals 
were also signed to boost coopera- 
tion between the film and oil 
industries of the two countries, 
protect intellectual property rights 
and boost training and education on 
patent enforcement. But, the biggest 


. success perhaps was the Joint 
` Action Plan for India-EU Strategic 


Partnership. As part of this part- 
nership, India and Eu have agreed 
to set up a high-level group to study 
contentious issues—intellectual 
property rights, anti-dumping 
issues and non-tariff barriers—that 
have soured relations in the past. 
This, hopefully, will be the starting 
point of a more meaningful and 

equal partnership. Ш 
ADDITIONAL REPORTING BY 
KUMARKAUSHALAM AND 
SUPRIYA SHRINATE 
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"At Nissan, we expect to save at least $135 million 
annually thanks to the efficiencies that Windows 
Server 2003 and Exchange Server € are 
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2 И. WORK, NO PLAY, A HEADLINE BUSINESS 
Тойду (Br) recently used on its cover to 
| highlight Vijay Mallya's new-found, near- 
-manic obsession with his two mainstay 
he businesses—spirits & beer, and the more 
recent one of aviation—couldn't have been more apt. 
Prone to hitting the headlines more for his fast cars, 
fancy yachts and flamboyant lifestyle in the past, the Ub 
group Chairman these days has his hands full with 
business and more business. "Yesterday I 
as sitting in my office till 1 a.m., 
„with my spirits team, posing 









airline hedre (the 
spanking new: Kingfisher 
House, ‘near the Mumbai 
` domestic airport). Tomorro: 
have got Scottish & Newcastl 
my partners from England (in 
beer business), coming to see 
ave to bei ina | multitasking maoe all the 








| aircraft acquisitions (and their 
i 8) and opening up new routes for 


| ympanies, x Heben, McDowell and the 
y-acquired Shaw Wallace, along with one private 
riumph Distillers & Vintners, will all be 
one single liquor colossus called United 
its, which i is expected to have a total sales turnover 
Rs 14,000 crore, a 60 per cent share of the Indian 
market, and a #3 position in sales terms globally (of 60 
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"Across corporate India, a slew of promoters is bringing together 
dts: group companies under a single banner. Reasons? Focus, 
"s Synergies, size and scale. BRIAN CARVALHO WITH KRISHNA GOPALAN 























million cases annually). The operational merger is 
slated to become effective from October 1. Mallya 
expects the merged company to get listed by the first 
quarter of 2006. “We have to go through three steps: 
One is valuation, two is compliance with SEBI regula- 
tions, and the third is court approvals," he adds. 
Mallya—and shareholders in his spirits com- 
xanies—has plenty to look forward to, but 
he isn't the only promoter attempting 
to create value via the merger route. 
To be sure, corporate India has been 
wrapped up in a swell of merger 
mania—largely consolidation of group 
- companies under a single umbrella— 
with a spate of such announcements 
hitting the headlines last fortnight. 
First Kumar Mangalam Birla, Chair- 
man of the Aditya Birla Group, 
announced he was merging Indo-Gulf 
< Fertilisers and Birla Global Finance 
. into Indian Rayon, in the process cre- 
ating a Rs 4,000-crore monolith, Aditya 
Birla Nuvo. A few days later, invest- 
ment banker Nimesh Kampani decided to 
merge one of his private companies JM 
Securities into the listed entity, JM Financials, 
transforming the latter into a holding company with 
interests in investment banking, asset management, 
retail and institutional equity, and fixed income broking. 
Around the same time, the boards of five Indian group 






. companies of global specialty chemicals giant Clariant: 


Colour- Chem, Clariant (India), Vanavil Dyes & 
Chemicals, ВТР India and Kundalika Investments—re-. 
solved to consolidate their operations into a single - 
unit called Clariant Chemicals (India). Meantime, 
reports surfaced that luggage baron Dilip Piramal was 
considering merging his manufacturing and marketing 
arms, Blow Plast and vip (although a company 





















































spokesperson denied any such immediate move, he didn’t rule out ıt the р 
merger over the longer term). we SE 
Clearly, as creating shareholder vali becomes the buzzword in a 
market that's hitting new highs almost every day, the merger wave is 
only gaining in momentum. In July, so rvices pioneer TCS took | 
into its fold Tata Infotech, which is expected to result in the merged 
. entity having sales of just over $3 billion 200 crore) by 2006 (last 
- year TCS did sales of $2.2 billion or Rs 9,900 crore, and Tata Infotech 
$250 million or Rs 1,125 crore). Speculation persists around TCS — | 
merging other Tata IT companies like Tata Elixi and Tata Technologies — | 
into the TCs fold, but TCs cro S. Mahalingam says there's little provo- 
cation for doing so as of now. Elsewhere, Anil Ambani has indicated that 
he will eventually bring his telecom and convergence-related busi- | Group, where the cash-rich 
nesses—Reliance Infocomm, R liance Telecom, Reliance | 4483; ser г busi iness ca i » 
Communications Infrastructure and Flag Telecom—under the banner «д fir 

of Reliance Communications Ventures Ltd. Of course, this will only hap- ^ | indian Rayon. 

pen once the demerger at ч Industries i is complete (see | E 
The Demerger Option). La | 
oo That's just а sprink- : | | CREATE SIZE AND SCALE: 

Вав of the merger e. ` Whe 
craze that's under iui £ 
way in the : | |^ the balance sheet, which can come 
| .handy in making acquis ide both 
- | local and global. Example: 

Piramal does merge his nih g 

and manufacturing luggage businesses. 

he can eye overseas takeover options. 





huge ‘cash OWS, and апой 
huge growth opportunities 
the two together makes 
sense. Example: The Adi 










| EXPLOIT SYNERGIES: 
It's a great opportunity to gain added 
| capabilities and broaden the customer 
|' base. Example: By merging Tata 
i. Infotech into TCS; the latter сап now 
offer more services, with added value. 


KAPIL 





ATTRACT INVESTORS: 
Potential JV partners as weil as private 
equity majors will find a consolidated 
entity, with larger capacities and higher 
market shares, more attractive. 
Example: Once Mallya creates United 
Spirits, his next plan of action is to 
bring in a partner, just as he cid in the 
brewing business. 
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TRANSACTION: Indo Gulf Fertilisers and Birla Global Finance 
merges with Indian Rayon, to create Aditya Birla Nuvo 


COMBINED ENTITY’S TURNOVER: Rs 3,980 crore as on 
March 31, 2005 


RATIONALE FOR MERGER: To use the cash flows of the 
brick and mortar businesses like carbon black and viscose 
filament yam in high-growth businesses like insurance, BPO 
and telecom 
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of acquisitions as well as divestments, having bought out 
pst Data Systems, and Madura Garments, hived off its 
cement business to sister company Grasim, and written 
off its sea-water magnesia operations. The creation of 
Aditya Birla Nuvo is in many ways a culmination of all 
those past efforts. 

country today. And there will be much more such Along with focus, exploiting synergies is also an 
action in the days ahead. As Rajiv Memani, СЕО and imperative in a merger. “А merger makes immense sense 
Country Managing Partner, Ernst & Young India, if one plus one can equal three. That should be the aim. 
points out: “Promoters have realised that this is the best We should be able to go to a customer with a wider 
time to create shareholder value by consolidating like array of services, which can provide more value,” exp- 
businesses and in the process becoming more efficient lains Mahalingam. Tata Infotech, for instance, fits in 
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from the cost standpoint." nicely with four of TCS’ primary businesses: IT solutions, 
where Tata Infotech brings 15 Fortune 500 clients to 

, М . 2 А 
It’s All About Focus the table; infrastructure services, where Tata Infotech 


Indeed, focus and synergies are the most powerful has a highly-skilled team of 325; products, like the Tax 
provocations for bringing businesses under a single Mantra; and a manufacturing plant for electronic as- 
umbrella. After years of embarking on an acquisition ѕетЫіеѕ, which can enable TCS to become an end-to-end 
spree, promoters are trying to reorganise their portfolios solutions provider in the engineering space, right from 
and make sense of the businesses they've bought. For га design to manufacture of prototypes. 
example, after buying out Shaw Wallace, Mallya has Also, TCS gets access to 3,500 of Tata 
now got to find the right fit for the former Chhabria Infotech’s rr professionals. 

company within his spirits division. Currently, along 
with Vijay Rekhi, head of the liquor business, the 
Chairman is finalising the portfolio of the new com- 
pany. “We have identified brands that we will either 
franchise, or sell or simply guillotine,” says Mallya. 
Birla’s India Rayon, too, has been through a series 














- The Cash Flow Imperative 

Clearly, one plus one equals three 
is the guiding principle behind 
ELLOS most mergers—the merged entities 
M shouldn't just fit into each 
other well, they have to 
result in non-linear 
growth on all fronts, 
right from the client 
roster to business 
lines to brands 
to profitabil- 
ity. However, 
it's not just 
obvious syn- 
ergies that are 
guiding every 
merger of group 
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TRANSACTION: Merger of Tata Infotech into TCS 


COMBINED ENTITY'S TURNOVER: Projected at a lit- 
tle over $3 billion (Rs 13,200 crore) by 2006 


RATIONALE FOR MERGER: Exploit the various 
synergies that exist between the two Tata 
companies and eventually become a more 
profitable entity, courtesy the added capabilities 












їп 








INVASODHS 


78 BUSINESS TODAY OCTOBES 


Brother Digital MFC Series 


As personal values and ways of life change, so do ways ol 
doing business. Now, work styles are evolving to meet changing 





needs. However you work, wherever you go, Brother provides a 
wide lineup of multi-function products, backed by a responsive 
worldwide support and service network. So you can create your 
own business style for the future. 


Our power-packed 

Laser Multifunction 

Centers have many 
unique features. 


А '3 year warranty’ is 
just one of them 


On Laser ‘All-in-one’ 


Printing Speed & Resolution 
Up to 20ppm & HQ1200 


Fax Modem Speed: 33.6 kbps 

Duplex feature on Printing / Faxing / Copying: MFC8840D 
Jumbo Size Drum - 20,000 pages & Toner - 3,500 pages 
Color Scanning: E-mail / OCR / Image / File 

Automatic Document Feeder: Up to 50 sheets 

High Memory: 32MB (expandable to 160MB) 

Optional Network Facility 


OW. mm one 


All in Ones" Laser & Inkjet Models 


кл = СЭ) e © Ga) © 


For more details visit our website: www.brother.ae or email: indja@brother.ae 


Authorised Distributor Godrej & Boyce MFG Co Ltd, Prima Division, Mumbai, Contact : Mr Neville Daruwalla, Tel ; 022 - 5596 1609, E mail : nad@godre|.com. n anc h & Tel laphone | " 
Ahmedabad 079-55000022/09-13, Bangalore 080-56630634, Bhopal 0755-5274882, Chandigarh 0172-5016622, Chennai 044-55544421/3/4/58. D 
Guwahati 0361-2730525, Hyderabad 040-55431160/55431039, Jaipur 0141-2545668, Kochi 0484-2205954, Kolkatta 033-23576109/23570895. Luckne 
Mumbai 022-55961281, Pune 020-26337331-4 

" 
National Corporate Partner M/s Lipi Data Systems Ltd, Mumbai, Contact : Mr Sharat Kumar, Tel ; 022 - 2288 2960, E mail : sharatk@lipidata.com Authorised Service Partner 
; Branch & Telephone Nos. Mumbai 22882960/75, Pune 020-24488769/5622 2843, Nagpur 0712 - 2230718, Aurangabad 0240 - g ACCELICIM 

2452479/5621361, Ahmedabad 079 - 55210320, Baroda 0265-2337582, Surat 0261-2696107, Bhopal 0755-2687202/03, Jabalpur ГА i 
0761-2412610, Kolkata 033-22835331/5257, Patna 0612-2520885, Jamshedpur 0657-2437403, Bhubneshwar 0674-2404546 / sorte 
Raipur 0771-2253507, Guwahati 0361-2456721, Delhi 011-29220661/62, Dehradun 0135-2751299, Jaipur 0141-2607998 Accel ICIM Frontline Ltd 
Lucknow 0522-2204705, Varanasi 0542-2283165, Chandigarh 0172-2667028/2612178, Chennai 044-28156535/7804, Coimbatore 
0422-2481029/5372938, Madurai 0452-5381886/2343003, Tuticorn 0461-2312164, Cochin 0484-2347492, Calicut 0495- Toll tree number : 1600 4254 525 
2301080, Trivandrum 0471-473 785(PP) Hyderabad 040-2789 6377/79, Vijaywada 0866-2524546, Bangalore 080-22272954/55 E mail : brothersupport celicim.com 
Mangalore 0832-2226328 





bt maa 


Vijay Mallya 





company, United Spirits 


crore 






global spirits giant or some private equity players 


companies. At the Aditya Birla Group, for instance, 
there’s another driver for bringing together seem- 
ingly disparate businesses ranging from fertiliser to fi- 
nancial services to garments. “Basically we have two 
sets of businesses: The brick-and-mortar businesses that 
are throwing up cash but where the growth opportu- 
nities are limited, and the high-growth businesses like 
garments, financial services, BPO, telecom, mutual 
funds and insurance. The model is to invest the cash 
flows from the value business in the high-growth 
businesses," points out Birla. Adds Sanjeev Aga, MD of 
the soon-to-be-created Aditya Birla Nuvo: *Indo- 
Gulf is a strong-brand, in a predictable and profi- 
table business. But the sector is over-regulated and poli- 
tically sensitive. Indo-Gulf has a lot of funds which can- 
not be deployed. By bringing those 
funds into Indian Rayon, we 
can invest in telecom and 
financial services, where the 
returns should be faster." 
The three-way mer- 
ger—Birla Global Finance is 
the third prong—also serves 
another purpose: It helps 
Birla consolidate his finan- 
cial services portfolio into 
one bouquet. Birla Global's 
activities include 
mutual funds 
















BHASKAR PAUL 


TRANSACTION: Merge four spirits companies, Shaw Wallace, 
Herbertsons, McDowell and Triumph Distillers into a new 


COMBINED ENTITY'S TURNOVER: An estimated Rs 14,000 


RATIONALE FOR MERGER: To create a liquor colossus with 
a huge market cap, and then, perhaps, offload equity to a 















distribution and insurance advisory. But the insur- 
ance business is a joint venture with Indian Rayon. *By 
bringing them together we have a much more complete 
financial services bouquet," says Aga. 

Another noteworthy sub-trend amidst all the 
merger action is the increasing popularity of the hold- 
ing company concept—Anil Ambani has that in mind, 
as does Nimesh Kampani. Conglomerates like Anil 
Aggarwal's Vedanta Resources and the Jindals have 
already opted for this structure, which has its advan- 
tages: Whilst each of the entities under the holding 
company has autonomous managements, the holding 
firm's responsibility typically is to develop strategies 
across the group, optimally allocate resources to each 
unit, monitor each of the managements, and build the 
brand. *The holding company structure is useful 
when there is a clean-up that needs to be done in terms 
of cross-holdings. Also, demarcating investments and 
operations helps bring about the requisite focus," 
adds Memani of E&Y. In fact, many groups have cho- 
sen the demerger route to separate investments from 


Anil Ambani 


TRANSACTION: Reliance Communications Ventures 
Limited (RCVL) will be the holding company for 
Reliance Infocomm, Reliance Telecom, 
Reliance Communication Infrastructure and 
Flag Telecom 


COMBINED ENTITY'S TURNOVER: N.A. 


RATIONALE FOR MERGER: Bring all 
the telecom and convergence- 
related businesses under one 
holding company 
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operations (see The Dennen Option). 

A single colossus also means a stronger balance 
sheet, which can be leveraged for further growth via 
acquisitions, both local and global. Sometimes, though, 
the merged giant itself becomes an attractive target for 
potential wooers. Mallya, for instance, doesn’t rule 





out selling equity in United Spirits—just as he did in 
United Breweries, where he sold 37.5 per cent to 
Scottish & Newcastle for Rs 940 crore—-to a global 
liquor giant or to private equity players once the 
merger is complete. Liquor is quicker, even when it 
comes to creating shareholder value. 8i 
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The Rise of 
Online Advertis 


WIN SHAHRUKH'S COSTUME! 


CLICK HERE! 
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Has the internet become a viable advertising medium? It would seem so. 
Advertisers are already upping their online spend and, in another five years, 
they could be spending as much as Rs 730 crore a year. SAHAD Р.У. 


ARLIER THIS MONTH, PEPSI 
India did something that 
no advertiser would have 
dared to do before. It 
launched a TV commer- 
cial on the internet. The three-part 
‘webisode’, featuring Pepsi’s brand 
ambassador and Bollywood super- 
star Shahrukh Khan as a flirtatious 
snake charmer, ran on Yahoo! India 
for an entire week and was a teaser 
for the Tv spot that debuted later. 
This was the first time in India that 
an internet commercial was 


B2 BUSINESS TODAY OCTOBER 9 2005 


produced simultaneously with the 
rv commercial. *It shows the 
increasing importance youth mar- 
keters like Pepsi are attributing to 
the digital media," says Pearl Uppal, 
Sales Director, Yahoo! India. 
Pepsi's innovative strategy of 
premiering a TV spot on the net is a 
pointer to how the Indian internet 
business has come of age. Ten years 
after the beginning of the commer- 
cial internet era, advertisers are 
finally taking notice of it. There 
are numbers to prove that: last year, 


media portals like Yahoo!, Rediff, 
Indiatimes, MSN India and Sify had 
a combined advertising revenue of 
Rs 105 crore and are expecting to 
grow that by 50 per cent this year. 
Says Sanjeev Bikhchandani, CEO of 
India’s largest jobsite Naukri.com, 
which is also one of the biggest 
advertisers on the net with some 
Rs 10 crore budgeted for online 
ad-spend this year: “There is a clear 
revival of internet advertising in 
India. We ourselves have doubled 
our online ad budget.” 


The Boom Is Here 

For others, like Rediff.com, India's 
oldest (founded in 1995) internet- 
media major, the increased online 
ad spend has meant a turnaround in 
fortunes. Riding on the boom, 
Rediff has been able to cut its net 
loss for the year ended March 31, 
2005 to $1.4 million (Rs 6.16 crore) 
from $5.7 million (Rs 25.08 crore) 
in the previous year. In the first 
quarter of this year, Rediff's India 
revenues grew 114 per cent. 

Says Rediff.com's Chairman and 
CEO Ajit Balakrishnan: “The begin- 
ning of the revival (of online 
advertising) actually started 24 
months ago. But in the last 12 
months, it has been great going.” 
Now Balakrishnan has reached a 
stage where his advertisers have to 
wait for buying space on his portal. 
“We have all our inventories sold 
out,” he smiles. Ditto at Rediff's 
rival Yahoo! India. “Ad inventory is 
in short supply. From October 
onwards, we are increasing our 
rates,” says Neville Taraporevalla, 
Country General Manager, Yahoo! 
India. Portals like MSN India and 
Indiatimes, too, claim that they have 
seen a 100 per cent year-on-year 


growth in ad revenues in the last 
two years. 

What is interesting is, along with 
the boom, ad rates have also gone 
up. The rates for premium posi- 
tions charged by Rediff and Yahoo! 
are as expensive as front page ads of 
a national daily. Rediff's Bala- 
krishnan says he would charge any- 
where between Rs 5-7 lakh a day 
for a display ad on the home page. 
Yahoo! raked in a whopping 
$25,000 (Rs 11 lakh) for two days 
for the Oye Bubbly campaign it did 
for cola major Pepsi. Says Tara- 
porewalla: *We don't take ads for 
less than $3,000 (Rs 1,25,000). 
That's our minimum ticket size." 


Growth Drivers 

So, the internet in India has finally 
made its cut as a serious advertising 
vehicle. What has been driving the 
growth? First the broad numbers. 
India currently has 40 million 
internet users according to estimates 
available with this magazine 
(Software lobby Nasscom's projec- 
tion for 2005 is 52 million). 
Companies like Yahoo! and Rediff, 
however, believe the number is 
smaller, around 25 million. Either 


Rediff's Balakrishnan: Well, he sure has reason to smile 
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Online advertising is galloping. 
Indian Online — % Share 
Ad Market In Total 
Marke! 
203-4 Rs728croe — 07 
2004-05 Rsl05croe 1 
2005-06 Rs155crore —— 14 
200-0]  Rs269croe — 2? 
2007-08 Rs390crore 25 
2008-09 Rs 543 crore 32 
2009-10 Rs730crore — 3 
Source: Mediaturt 


WHO'S SPENDING? 


Everyone from portals to FMCG 
majors to banks. 
Category % Share Of Online Adspend 


INTERNET PORTALS 
(Naukri, Shaadi, Bharat Matrimony) 25 
FINANCIAL SECTOR 
(Citibank, ICICI Bank, HDFC, Tata AIG) 22 


TOURISM & HOSPITALITY 

(India Tourism, Rajasthan Tourism, Hotels) 18 
FMCG 

(HLL, Pepsi, McDonald's) 15 


TELECOM 
(Motorola, Nokia, Airtel, Tata Indicom) 6 
TECHNOLOGY 

(IBM, HP, Canon, Intel 5 
MEDIA & ENTERTAINMENT 

(BBC, Zee Cinema, Star Plus, HBO) 5 


AUTOMOBILES 
(Maruti, Tata Motors) 4 
List of companies not comprehensive 





Not surprisingly, it’s the popular portals. 
Portal Estimated Ad Revenues 
Rediff Rs 19.35 crore 
Indiatimes.com Rs 18.45 crore 
MSN india — 5 14.85 crore 
Yahoo! India Rs9.45 crore 
Sly — 1 &Rs36core 


Figures are industry estimates (Ad revenues are for 20047 
Indiatimes figure includes $1 million (Rs 4 5 crore) trom 
Google, with which it has a distribution be-up 
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INTERNET ADVERTISING IN THE US 


PRR Se ee TU SOE a PT DEL RET y 


NDIAN ONLINE ADVERTISING MARKET (RS 

105 crore in 2004-05 and an esti- 
mated Rs 155 crore for 05-06) is 
less than chump change compared 
to that of the US market, which had 
$9.6 billion (Rs 43,200 crore) in 
2004 and is expected to clock $12.9 
billion (Rs 56,760 crore) in 2005. 
Portal giant Yahoo had more than $1 
billion (Rs 4,400 crore) in online ad 
revenue in the first quarter of 2005, 
which rose to $1.25 billion (Rs 5,500 
crore) for the second quarter. Google's 


way, that's up from a mere one 
million in 2000. This is expected to 
grow at 20-30 per cent year-on- 
year. But more than numbers, it is 
the category of users that online 
media companies serve up to adver- 
tisers that matters. The internet has 
penetrated over 30 per cent of 
India's English-speaking urban 
audience. About 60-70 per cent of 
the brand decisions on consumer 
categories like cars and houses are 
taken by people in the age group 
20-35, where internet has pene- 
trated more than 50 per cent. Says 
Rediff's Balakrishnan: *Most of 
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Times Internet CEO Mahendra Swaroop: Boom time 


second quarter ad revenues were 
slightly higher at $1.36 billion 
(Rs 5,984 crore). A few months back, 
Advertising Age predicted that the 
combined advertising revenues of 
Google and Yahoo this year would rival 
the combined prime time ad revenues 
of America’s three big television net- 
works, ABC, CBC and NBC. Clearly, the 
US online ad market is a different ket- 
tle of fish. According to a latest report 
by research agency eMarketer, internet 
ad-spend in the US is projected to 


them don’t read newspapers or 
watch TV.” So portals are pegging 
internet as a medium to reach this 
influential class of consumers. 

An interesting twist to the story 
is that some of the ad-spend going 
to traditional media will now be 
diverted to the internet. India’s 
total advertising market (print plus 
TV) is about Rs 10,000 crore. Print 
has a readership of 40-50 million, 
and accounts for Rs 4,500 crore or 
45 per cent of this market. But 
print readership as well as print 
advertising is stagnating. So with 
internet grabbing more users, there 





reach $22.3 billion (Rs 98,120 crore) 
in 2009, indicating that internet is 
becoming truly a mainstream medium 
there. The US online admarket is also 
much bigger than the other developed 
markets like the UK ($645 million or 
Rs 2,838 crore), Australia ($488 mil- 
lion or Rs 2,147.2 crore) and Canada 
($519 million or Rs 2,283.6 crore ). 
According to ZenithOptimedia, the 
worldwide online ad market is expected 
to grow at 21 per cent year-on-year for 
the next few years. 


is likely to be a shift in advertis- 
ing—although marginal—from 
print to online. 

According to Balakrishnan, the 
inflection point for this shift will 
happen when India’s internet user 
base reaches 40 million—compa- 
rable to the print reader base. By 
some estimates the growth in online 
advertising we are seeing right now 
is because that point of inflection 
has been reached. According to 
Balakrishnan, India is expected to 
have such a net base in two or 
three years. 

Currently, the ad revenue per 





Yahoo! India’s Taraporevalla: Plans to hike rates 
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Mediaturf's Ramani : The internet can no longer be ignored MSN's Rajneesh: Forsees surge in ad revenues 


internet subscriber in India is $1 
(Rs 44) as against $4-5 (Rs 180- 
220) in the developed markets. “As 
the net user base expands, we 
expect the per user monetisation 
to reach at least $2 (Rs 88) in 
India,” says Rajneesh, Head 
(Marketing), MSN India. 

So who are the advertisers? 
Currently, internet job portals (like 
Naukri and Monster), matrimony 
portals (Shaadi, BharatMatrimony 
and Jeevansathi) and travel 
portals (makemytrip.com) 
account for about 25 per 
cent of the total online 
ad-spend, followed by finan- 
cial services companies and 
banks like Citibank, HDFC, ICICI 
Bank and Tata AIG accounting 
for 22 per cent (see Eyeing 
Eyeballs). Says Vijay Ramachan- 
dran, Marketing Director, e-busi- 
ness, Citibank, “Online advertising 
is a significant component of our 
advertising plan, accounting for 
over 10 per cent of our total media 
spend.” Ramachandran adds 
that the company will increase 
its online spend by 20 per cent 
year-on-year. 

But, says Yahoo’s Uppal, the 
next stage of growth will come 
in from traditional advertisers 
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in categories like FMCG (HLL, Pepsi, 
Coke), telecom (Airtel, Tata 
Indicom, Reliance) and automo- 
biles (Maruti, Tata Motors and 
Hyundai) whose share in online 
ad-spend could go up to 40-50 per 
cent from the current 30-odd per 
cent. Says Vipul Prakash, Executive 
Vice President (Marketing), Pepsi 
Foods: “1 expect marketers, at least 


















in our industry, to allocate 10 per 
cent of their total ad budget to 
online in the long term.” 

If Prakash’s prediction is true, 
that’s big money. For instance, 
Hindustan Lever alone has an ad 
budget of Rs 700 crore a year. In 
fact, the trend has already started. 
Lever has created a separate online 
ad budget (for its products like Axe 
deodorant and Close Up tooth- 
paste, both targeted at the young 
consumer). Says Rohit Sharma, 
Head, Sales and Marketing, Times 
Internet Ltd, which runs seven on- 
line portals like Indiatimes and 
TimesofIndia.com, “They (Lever) 
have bought media from us for 
the whole year.” 

Besides, other traditional 

advertisers like Maruti and Tata 
Motors are increasingly looking 
at the net for customer acqui- 
sition and have started spend- 
ing more. Says V. Ramani, 
= cro, Mediaturf, the leading 
7) online media agency: “The 
willingness of marketers to view 
the internet like other media 
forms is the key behind the rec- 
ent trend." And with the net 
garnering increasing numbers 
of users, there will be no other 
way for marketers to view it. 8 
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Pradeep Chordia believes 
processed foods is the 
Next Big Thing. He’s also 
convinced entrepreneurs 
are best placed to ride this 
boom. That’s why he’s set 
up the Chordia Food Park, 
a harbour for small 
businesses. 

PRIYA SRINIVASAN 


ILL NOT TOO LONG AGO 
Anita Khabia was 
another humble Pune 
housewife, renowned 
only amongst her 
friends’ circle for her lip-smacking 
Kolhapuri Thecha, a traditional, 
fiery garlic chutney. Then one fine 
day Khabia put together a business 
plan, to package and sell the blis- 
tering paste, and sent it (the plan 
not the Thecha) to Pradeep 
Chordia, promoter of the 120- 
acre Chordia Food Park, 50 km 
from Pune in Maharashtra’s Satara 
district. Khabia’s company, Mona 
Enterprises, was soon on its way. 
The product, which has been on 
the market since early this year, is 
doing an average monthly 
turnover of Rs 6 lakh. 
The 43-year-old Khabia is one 
of the 12 “tiny” entrepreneurs 2 
housed in the Chordia Food Park, 7 
along with two other “small” busi- * 
nesses. Tiny are those entrepreneurs 
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Chordia Food Park's P. Chordia: 
Incubating foodie entrepreneurs ^ 
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whose investment in plant and 
machinery is below Rs 10 lakh, 
whilst small are those who’ve put up 
between Rs 10 lakh and Rs 1 crore. 
The excitement is palpable as 
Chordia whisks this correspondent 
from unit to unit, some fully func- 
tional, some under construction, 
pointing to what already exists and 
then moving excitedly to detail 
what is to come. Standing at a 
potato warehouse where the tem- 
perature is maintained at 4 degrees, 
he immediately points a few metres 
away to an upcoming warehouse 
which will have sub-zero degree 
storage facilities. 

Chordia’s model is as straight- 
forward as it is unique: Entre- 
preneurs send him business plans, or 
alternatively he himself hand-picks 
budding businesspersons to execute 
proposals. The food park provides 
the infrastructure, which has been 
set up with an investment of Rs 16 
crore, half of which came from the 
Chordia Group’s internal resources. 
The entrepreneurs then sell their 
products to group company Chor- 
dia Foods, which markets them via 
its retail outlets. The plan is to have 
15 such outlets in Pune shortly. 

Along with Mona Enterprises, 
the other “tinies” that catch the eye 
if you drive through the dirt-tracks 
of the Chordia Food Park are 
Dishant Enterprises, Asha 
Enterprises, Rokdoba Enterprises 
and Sur Enterprises, each a single- 
room unit, with the name painted 
above each door, through which 
young owner-managers in lab coats 
and caps flit in and out. Sur 
Enterprises produces and markets 
synthetic syrups; Asha Enterprises, 
promoted by 25-year-old Milind 
Rane—a BTech in Food Tech- 
nology from Amravati University— 
produces a gulab jamun mix. His 
neighbour Pradeep Tambe, a gradu- 
ate in Chemistry and Analytical 
Technology from Pune’s Bhartiya 
Vidyapeeth, has opted for custard 
powder and a strawberry milkshake 
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Processed Foods: The Next Big Thing? 


€ Retail FDI waits in the wings: The biggest impact will be on the 
food sector with an alignment of the supply chain, once global 
retail behemoths make an entry in the country 


@ The Prime Minister has already indicated that the trigger for 
retail FDI could well be the food segment 


€ The total tax burden on processed foods is down from 39 per cent 
to 4 per cent after the abolition of excise duty and institution of 


can procure directly from farmers; this is seen as a precursor to 
the opening up of contract farming 


€ India's share in agri products segment worldwide is currently 
a paltry 1.6 per cent of a $520-billion (Rs 22,88,000-cr) industry 


€ Indian corporates like ITC are already investing in excess of Rs 200 
crore in this segment every year. Hindustan Lever and Godrej 
Industries are also betting on this segment 


€ An investment of Rs 92,000 crore is expected to be pumped 
into this segment in the 10th Five-Year Plan 





mix. Both were supervisors at 
Chordia Foods until they were 
hand-picked for incubation at the 
Food Park. 

Recognising the potential of the 
food park model, the Small 
Industries Development Bank of 
India (IDB) has decided to designate 
Pune as its first ever food cluster (as 
it has for several other industries) as 
a first step towards channelising a 
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$120-million (Rs 528-crore) grant 
from a World Bank consortium. 
“When a number of units are 
clubbed together this way, we get 
economies of scale, lower adminis- 
trative costs on loans and can also 
arrange for a common marketing 
agency since that is a big bottle- 
neck for entrepreneurs,” points out 
P. Rudran, Chief GM (Western 
Zone), SIDBI. 

The Chordia Food Park in many 
ways is a miniaturised universe of the 
Rs 46,000-crore Indian food pro- 
cessing industry, which is growing at 
10 per cent per annum (for primary 
processing and 15 per cent for value- 
added foods) and which, after rr 
services, could well be the Next Big 
Thing to be exported out of India. 
Currently India's agri-exports 
account for just 1.6 per cent of $520 
billion (Rs 22,88,000 crore) of global 
trade. "India still exports largely 
raw and unprocessed agri-produce 
and that has to change, with a move 
towards value-addition and brand- 
ing. Also as distribution changes 
and larger retail formats come into 
the picture, as is starting to hap- 
pen in India, it's a logical fit for 
the growth of processed foods," 
says Sonal Shah, Director and Head 
of Strategic Advisory, Rabo India. 
Adds Suvalaxmi Chakraborty, Head 
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Processed Foods Segment 
Fruit juices 40 per cent 
Biscuits 12-15 per cent 
Noodles 10 per cent 
Edible oils 15-20 per cent 
Namkeens 25 per cent 
Figures are industry estimates 
The Potential In Processing (Rs crore) 
Category 2003-04 2009-10 2014-15 
Processed Foods 46,000 82,000 1,85,000 
Primary Processed Foods 28,000 42,000 57,000 
Value-added Foods 18,000 40,000 78,000 
Share of value-added products 
in processed foods consumption (%) 38 49 58 


Note: Primary processed foods include packed fruits and vegetables, packed milk, 
unbranded edible oil, milled rice, flour, tea, coffee, sugar, pulses, spices and salt. 
Value-added foods include processed fruits and vegetables (juices, jams, pickles, 
squashes, concentrate), processed dairy products (ghee, paneer, cheese, butter, 
ethnic Indian products, branded edible oils, breads, biscuits, snack foods, pasta-based 
foods), processed meat, poultry and marine products, confectionary and chocolates, 
and alcoholic beverages). 


Source: Rabobank Figures for 2009-10 and 20014-15 are projections 
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of Rural Micro Banking and Agri 
Business Group, ICICI Bank: “I see a 
future in outsourced agri-proces- 
sing. For instance, companies in 
Tamil Nadu and Karnataka grow, 
process, pack and export gherkins to 
buyers overseas; this will be a grow- 
ing trend.” 

Let’s not forget the huge 
potential in the Indian market itself. 
“We believe we are at an inflection 
point on the processed foods seg- 
ment. Currently just 8 per cent of all 
agri (food) produce is processed in 
India; this should touch about 15-20 
per cent by 2010 and 35 per cent by 
2025," adds Chakraborty. That's 
why megacorps like Hindustan 
Lever, rrc and the Godrej Group 
are betting big time on this segment. 

And then there’s Chordia Food 
Park, with a promoter who's driven 
by two die-hard convictions: One, 
that there's a huge potential that's 
waiting to be unlocked in the food 
processing sector. “Think what was 
the case with milk and milk pro- 
ducts 30 years ago and where arc 
we today—it's all packaged milk, 
cheese, butter, tetrapaks, ice creams 
vis-à-vis having cows in the back- 
yard; the same thing will happen for 
fruits and vegetables. Besides, 
processed foods will always work 
out cheaper than fresh produce." 
Chordia gives the example of the 
recent Mumbai floods, a period 
during which. prices of vegetables 
like tomatoes could have easily shot 
up. "They could have gone up to 
Rs 60 per kg; just think what tomato 
puree in tetrapaks could save the 
consumer," he points out, adding 
that processed fruits and vegetables 
account for just about 2 per cent 
of the total domestic consumption 
currently and this is expected to 
touch 10 per cent by 2010. 

Chordia's second abiding belief 
is that entrepreneurship is the most 
effective way to ride the processed 
foods boom. And that faith isn't 
without foundation. After all 
Chordia's business itself has its roots 
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Dishing it out: Dishant Enterprises' Pradeep Tambe (left) 
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and Asha Enterprises' 


Milind Rane deal in gulab jamun mix, and custard and milkshake powders 


in home-grown entrepreneurship. 
Chordia Foods was set up by 
Pradeep Chordia's parents who had 


Canned Stew 


Category ' Processed Foods Share 





Milk products 35 
Buffalo meat 21 
Poultry 6 
Marine products 8 


Fruits and Vegetables - 2 





Figures are share of total production in 
processed form in per cent 
Source: Rabo India and industry estimates 


made a modest start in 1962 when 
they started selling home-made 
spices/masalas under a company 
called Pravin Masale (his father 
was a helper in a grocery shop) 
and slowly built the business to 
include pickles, papads and ketchup 
(various products which go under 
the brand names of Pravin, Navin 
and Toofan). The group today 
clocks a turnover of close to Rs 80 
crore and is now readying for its 
next big growth spurt with its own 
retail outlets. 

The advantages of being sur- 
rounded by entrepreneurs are mani- 
fold. *We want to save costs by 
avoiding intermediaries," Chordia 
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makes it clear. “For instance, in the 
case of custard power alone, we 
save 40 per cent of costs by cut- 
ting out intermediaries.” Also, the 
way he sees it, food processing is a 
business best undertaken and under- 
stood by entrepreneurs. “There is a 
great deal of procurement activity 
involved in the food processing 
business and getting into each indi- 
vidual procurement for the com- 
pany is not feasible,” he explains. 
“Instead, the entrepreneurs are res- 
ponsible for their individual pro- 
ducts and their procurement; besides 
food is a very entrepreneur-driven 
business.” The mini-promoters on 
the park are on the same wave- 
length. “This is any day better than 
working for a company. I can 
implement my own ideas and set 
my own targets,” offers Rane, who 
is preparing for a demand offtake for 
his gulab jamun mix in the coming 
festive season. “Last year I did sales 
of about 14 tonnes in the season, this 
year I am targeting 20 tonnes,” he 
adds. He expects to do Rs 20 lakh 
worth of business this season. 

Still, if the likes of Khabia and 
Rane have to graduate into a bigger 
league, they will need a huge leg-up 
from the government. And that 
could just happen with the Prime 
Minister indicating that he will open 
up the food sector first as a pre- 
cursor to allowing retail FDI (for- 
eign direct investment). To be sure, 
large-format retail is a logical fit 
for processed foods simply because 
retailers internationally are known 
to set up cold chains. The growth of 
the processed foods industry would 
also mean a growth in the number 
of buyers who want to buy pro- 
duce at the farmer’s doorstep at a 
fixed price, possibly through con- 
tract farming (currently not allo- 
wed), which, in turn, reduces the 
farmer’s complete helplessness in 
the face of severe fluctuations in 
the market price of perishable com- 
modities. As Dattatreya Raut, a 
farmer in Shirwal, close to the 
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Chordia Food Park, points out: 
“Six months back I had to sell my 
entire onion stock at Rs 2 per kg, 
the rate is now Rs 10 per kg. Just 
think what a cold storage facility 
could have done for me.” Adds 
another farmer in the vicinity, Vithal 
Chavan: “We need some kind of an 
assurance on rates and offtake and 
then we can grow whatever com- 
mands a premium in the market. 
Typically we are reduced to haw- 
king our produce between markets 


i N 


cent to 4 per cent in most states. 
However, there’s still plenty 
more that needs to be done if the 
foods processing sector is to find its 
place in the sun. Long-time indus- 
try observer K. Radhakrishnan, 
RPG’s Spencer’s Retail vp for 
Merchandising, feels the domestic 
market for processed foods is far 
from taking off. “We need a greater 
push from entrepreneurs and com- 
panies in terms of understanding 
the Indian market and bringing in 
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Bottling it up: Father-son duo Vishnu Kumar Agarwal (left) and Vikas supply 


moulded plastic jars to the units in the Chordia Food Park 


as far as Mumbai or Ahmedabad 
depending on the rates offered and 
when the prices crash, we simply 
have to sell at those prices to any 
taker. Fixed rates would make all 
the difference.” The good news, 
though, is that the Union agriculture 
minister has just amended the APMC 
Act (Agricultural Produce Marketing 
Committee), which restricted private 
players from buying directly from 
farmers. Also, overall tax rates for 
the processed foods business are 
down from an astronomical 39 per 


the relevant intermediary techno- 
logy and I don’t see that happening 
yet. Processed foods the way 1 
define it will take off only when it 
starts substituting the main meal. 
The only category that has made a 
significant inroad is juices, but that’s 
an expensive product.” What’s 
needed clearly are more people 
who think like Chordia, many more 
food parks like Chordia’s, and 
many many more entrepreneurs 
like Khabia and Rane in the 
Chordia Food Park. ш 
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Chateau Indage, " 
Monsieur? 


India is developing a 
taste for wine, at last. 
And domestic vintners, 
importers and MNCs 
are scrambling to meet 
this growing demand. 


KRISHNA GOPALAN 


T INSPIRED OMAR 
Khayyam to pen his 
immortal Rubaiyat. 
Emperor Jehangir was 
reportedly willing to 
trade his empire in return for 
his daily fix of the stuff. And 
Indians are only now beginning to 
realise why. Urban India’s drinking 
habits are evolving. Slowly! A significant 
minority has already had its first tryst with 
wine. And many of them enjoyed the experi- 
ence. Result: a minor explosion in demand, the 
so-called first wave of demand for wine. 

Ask Champagne Indage head honcho S.G. 
Chougule about the potential of the Indian wine 
market, and he says: “Sky is the limit.” Champagne 
Indage is the country’s largest wine producer and 
seller, and accounts for an overwhelming 70 per 
cent of domestic production. The numbers are 
still small—Rs 200 crore (6.35 lakh cases) per 
annum of domestic production and another 
Rs 100 crore (1.4 lakh cases) of imported wines— 
but they're growing at a more than heal- 
thy 30 per cent per year. The per 
capita consumption: 10 ml per 
year. If that sounds like a dose 
or two of cough syrup, sample 
this: the per capita consump- 
tion of wine in the US is 8 litres. 
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All you wanted to know about 
the Indian wine industry 


The Vital Stats 
Size: 7,75,000 cases 
Value: Rs 300 crore 


Growth Rate: 30 per cent 


All figures for 2004-05; includes 
both domestic and imported wines; 
1 case = 12 bottles 


/ Categories of Wines 
/ Available in India 
/ Rs 250: Goan wine, Golconda 
and Bosca. 
Rs 250-700: Indage, Grover, 
Sula and Vinsura 
Rs 700+: Imported wines like 
Michele Laroche, Albert Bichot, 
Vina Montes and Two Orphans, Turning 
Leaf, Carlo Rossi and Gallo 


Sign Language 
Mil: Made in India 
Bil: Bottled in India 
BIO: Bottled in Origin 


In France and the UK, the comparable figures are 60 
litres and 25 litres, respectively. *If good wines are not 
available, how will the market grow?" asks Abhay 
Kewadkar, Vice President, Grover Vineyards. 
In this context, vintners are excited 
by Union Agriculture Minister Sharad 
Pawar's proposal that wine be sold 
as freely as soft drinks. If imple- 
mented, this will change the 
dynamics of the wine trade. Sula 
Vineyards Managing Director 





Sula’s Vineyards’ Samant: Wine should be sold freely 


Rajeev Samant points out that wine is sold in super- 
markets across the world. “And it is already sold in 
supermarkets in cities like Bangalore, Delhi and 
Chandigarh. Why should Mumbai, and the rest of 
the country, be exceptions?” he asks. 

But that’s just the distribution angle. What about 
upstream issues? Do the three largest domestic 
players—Indage, Sula and Grover Vineyards—have 
scalable operations? 

Indage does, says Chougule. He predicts that the 
domestic wine industry will grow to Rs 500 crore by 
2010. To cater to this growing demand, his company 
is expanding beyond its base in Maharashtra, which 
accounts for over 70 per cent of the country’s wine pro- 
duction. “We will be setting up two wineries in 
Himachal Pradesh and one each in Andhra Pradesh, 
Tamil Nadu, Karnataka and West Bengal. While the one 
in West Bengal will be ready in the next six months, the 
winery in Himachal Pradesh will be ready next year,” 
he informs. Those in Karnataka and Andhra Pradesh 
will be up in 2007, while the one in Tamil Nadu will 
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start once the quality of wine is approved. The inves 
ment: Rs 40 crore. On completion of this phase 
expansion, Indage’s capacity will rise from six mil 
lion litres a year now to 12 million litres a year, and tak 
its group turnover from Rs 140 crore to Rs 300 crore 
Sula Vineyards, which has about 300 acres of vineyard 
(of this, 200 acres are planted), is increasing its 
to 600 acres. This will take Sula’s output of win 
grapes from 700 tonnes last year to 1,500 tonnes this 
year and increase sales from 70,000 cases to 1.4 lakh 
cases. Grover, meanwhile, will increase its acreag: 
from 300 acres this year to 400 in 2006, allowing it t 
raise its production from 90,000 cases to 1 
cases. Chougule adds that 38 wineries have come up 
India over the last five years. 

Clearly, there's a large wine story panning out 
with every player looking to grab a bigger piece of the 
action. But it's not a very easy industry to operati 
in—one requires high degrees of patience, perseveranc 
and skill to survive. It also requires a fair amount 
luck for a grape crop to produce a good viek 
the break-even period could stretch to 1! 
According to Kewadkar, Grover took about 
years before it began earning money. During tl 
phase, it had to recruit and retain high-cost skille 
manpower to ensure a good quality crop. *You wil 
need microbiologists and food processors. The ba: 
riers to entry can be huge," says Samant. 

The other issue is the availability of 
wine grapes— as opposed to the 
more popular table grapes that 
people consume as a fruit— 
but the wine industry does 
not consider this an insur- 
mountable problem. *Table 
grapes give the farmer Rs 10 
per kg, while the wine grape 
gives him Rs 25-35 per kg," says 
Kewadkar, adding that long-term 
contracts between com- 
panies such as his and 
grape farmers "are 
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a win-win situation for both since we get assured sup- 
plies for 10-15 years and the farmer factors out price 
and demand fluctuations from his equation.” 

Farmers and wine manufacturers typically enter into 
cultivation agreements for a certain number of years. 
Sula, for instance, owns the land and enters into 
cultivation agreements with farmers, who get about 
Rs 30 per kg of wine grapes. Farmer’s investment: 
Rs 30,000. With yields varying from 4-6 tonnes per 
acre, a farmer cultivating one acre stands to earn a 
decent amount for his labours. Today, wine manu- 
facturers are looking to create tripartite arrange- 
ments with banks and farmers. Here, the manufacturer 
stands guarantee for the money that the farmer bor- 
rows to meet his initial investment. This, obviously, 
works to the advantage of both the farmer as well as 
the wine manufacturer. All the three players own 
vineyards—Indage and Sula have land in Maharashtra, 
while Grover is based in Karnataka. 

That Indian vintners are coming of age is evident 
from the fact that their products are being accepted 
abroad. The three largest players together exported 1 
lakh cases worth approximately Rs 15 crore last year to 
Europe, the us and Asia. Sula’s Sauvignon Blanc sells in 
France at euro 13 (Rs 702) a bottle. Indage’s Marquise 
de Pompadour, a sparkling wine, sells as Omar 
Khayyam in the export markets, while its better-known 
brand Riviera goes as Chhabri. These are sold in 44 
countries, including the Uk, Germany, France, 
Switzerland and the us. While Omar Khayyam is 
priced at about £14 (Rs 1,100), Chhabri costs £5 
(Rs 395). Grover, too, is pretty optimistic about its 
export prospects. “We export 30 per cent of our pro- 
duction to countries like France, the us and the UK,” says 
Kewadkar. Indage, in fact, has a dedicated vineyard to 
cater to the export market, despite its primary focus on 
the domestic one. “The export market is very com- 
petitive. Consequently, the domestic market is more 
profitable,” adds Chougule. 

Foreign players are also homing in on this grow- 
ing market. Some of them import wine into India in 
bulk and bottle it here, while 
some others simply import and 
sell bottled wine. Says Sanjay 
Menon, Managing Director of 
wine importer Sansula: “The 
imported wine market accounts 
for about 1.4 lakh cases each 
year and is valued at Rs 100 
crore.” The company imports 
and distributes wines such as 
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Michele Laroche’ and 
Nederberg, which cost upwards * Includes sparkling wine 
of Rs 750 a bottle and cater to Figures relate to consumption 
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Red Wine 60% 
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Grover Vineyards’ Kewadkar: MNCs will grow the market 


the top end of the market. This segment is growing at 
20 per cent per annum. 

Beer major Foster's, which sells its eponymous 
brand of Australian beer in India, is also eyeing this 
market. Says Foster's India Managing Director Pradeep 
Gidwani: “There is a nascent opportunity in the Indian 
wine market; and the Foster's Group is evaluating 
the opportunities that exist here." The company owns 
such global best sellers as Wolf Blass, Lindermans 
and Beringer. 

The imminent entry of foreign players doesn't 
worry Indian vintners. On the contrary, they wel- 
come the development. "It is important for more play- 
ers to come in. This will increase awareness and, in turn, 
expand the market," says Kewadkar. 

Pushing consumption is a combination of drop- 
ping prices—a good bottle of Indian wine costs about 
Rs 400-500, about the same as a bottle of premium 

Indian whisky or vodka—higher 
disposable incomes and greater 
| awareness about international 
| lifestyles across the country. But 
Kewadkar says it will take at 
least another 3-5 years for wine 
to become a part of daily life 
outside of the metros and the 
bigger cities. But when that hap- 
pens—and if Sharad Pawar can 
push his proposal through—there 
will be an explosion in demand. 

Cheers to that. m 
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Fresh off his flight, Nikhil checks in with the home office.. 





It's been in your 
inbox since this 
morning. 


But | haven't seen 
the final doc... 






You really want me 
to read you 14 pages 
of Q4 numbers? 





What do! look like, 
a satellite dish? 
You've got to read 
it to me. 





Do you know how 
long that'll take? 
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TANDARD CHARTERED IS 

said to be the biggest cor- 

porate customer of British 
Airways, and one man— 

more than any other, per- 
haps—responsible for racking up 
the most frequent flyer miles is the 
bank's CEO of almost four years, 
Mervyn Davies. Since 2000, 
Davies, 53, bas been to India an as- 
tonisbing 38 times. Most recently, 
Davies, a sports fanatic (besides 
being a Tottenham Hotspur fan 
and a director on the clubs board, 
be's the wicket keeper-captain of 
StanChart’s cricket team), came 
. to Delhi as part of British Prime 
‘Minister Tony Blair’s trade dele- 
gation from the European Union. 


Despite a packed schedule at the. 


two-day India-EU summit, Davies 
squeezed time out to speak with 
BT's R. Sridharan on the bank and 
its plans in India. Excerpts: 


Does the Indian banking industry look 
less attractive—not in terms of growth 
pportunities, but in terms of consol- 
idation—given that the RBI's banking 
roadmap almost rules out acquisi- 

tions until 2009? 

It's disappointing because we have 
huge ambitions for our businesses 
in India. So there is no doubt that 
restrictions on ownership, restric- 
tions on purchasing a bank... put 
a dampner on the whole thing. 
However, if you look at where 
we were a decade ago—even 
though we have been in India since 
1858—and where we are today, 
the reality is that we are a signifi- 
cantly bigger bank. So, it does not 
change my attitude towards India 
as a CEO. We are long-term play- 
ers, we are building a very large 
consumer and wholesale business, 
we want to expand in the whole of 
India and do things like sponsoring 
the micro-finance conference like 
we did this morning, where 
Finance Minister (Р.) 
Chidambaram сате. You know 
that type of initiative clarifies that 


















we are a committed bank. I am 
disappointed, but it doesn’t change 
the long-term investment plans of 
the bank. We grow organically. akir 
levels are right and that + 
If you look at the Indian market, attracting Че best рери. : 
there are local banks such as ICICI 
that have been far more aggressive 
than any of the foreign banks, be it 
Citi, HSBC or StanChart. So when - 
you say organic growth, how exactly 
will it. play out? 
Well, we'll just carry on doing 
what we are doing today. | 


Buti in terms of gaining leaders 





have got about 2.5 т 
-tomers and | won't be 
we've got closer to 1 
won't e happy until 
But at a faster pace? 
No, no, no. Look at the profit 1 
well in mortgages, we 
very well in cards. And yo 
one should not forget dl 
are relatively new busi 
India. So, no, we've 
derful progress in the 


“We've made wonderful 





progress in the last few 
years, the brand of 
Standard Chartered in 
India is very strong and ! 
want to continue to build - Last year, you were reported saying 
Я P that one could count on one hand 
the service levels and the number of banks that were going 
build the business" 9 0 wel in China. What about India” 


We are going to be one 
leaders. We are today al 
India. The very fact that 1 pay 
such regular visits here y 
fact when J meer polit 
business people, 1 know th 
is a testimony to the fact that t 
is.a bank that grew up h here 
India. So 1 know that we are: 
ady a leader here, and аги fim 
we will continue to bea leade 
І don't worry. You know, « 
pétition is à good thing; 
always be competition in any b 
ness and there are some v 
local banks here, and there « 
very good international ba 
That's good. Competition is good. 







growth we have experienced, look 
at the growth. Standard Chartered 
now has 79 branches, we have 
got a wealth of wholesale. bank 
customers. We cover 31 cities, 
we've got, including Chennai, an 
operational hub and 12,000 staff, 
which is 10 per cent-plus as part of 
the group. So, strategically, we 
will continue to invest in India 
and we will continue to grow, and 
do it organically. Margins have 
been under pressure in India in 
the whole industry, but if you look 
at the volumes of Standard Char- 
tered in India, they are up about 
50 per cent. I am delighted with 
the progress that we are making 
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If you look at 2004, it has beer a 
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phenomenal year for the banking indus- 
try. | believe banks made record profits, 
racking up 20 per cent on capital em- 
ployed. But do you see this now coming 
under pressure because of things like 
higher oil prices, rising inflation and 
concerns over the US economy? 

Not really. As our results showed in 
the first half of the year, we had 
an exceptionally strong perform- 
ance. We grew profits by over 20 
per cent, we grew our earnings per 
share by over 30. So, Standard 
Chartered continues to perform ex- 
ceptionally well, forget about the 
rest. Our results obviously have 
been better than those of several 
banks in the world, and our share 
price reacted. That’s against the 
background of being in the right 
place at the right time. 

There is no doubt that higher oil 
price affects the confidence that 
one has in the future of the credit 
environment, the risk environment. 
So I think, there is no doubt that 
events like Katrina and other events 
that are leading to a higher oil price 
will undoubtedly, in the medium 
term, have an impact on the eco- 
nomic growth. No doubt, there are 
some clouds on the horizon in bank- 
ing, and we outlined those when 
we had our results. 


If you are an international bank, 
Standard Chartered is one, how do 
you strategise for growth? There are 
some markets such as India and China 
where you definitely need to be in. 
But are there other emerging markets, 
not in the Asian region, that you are 
focussing on? 

We are very clear in our strategy. 
The focus of the bank is Asia, Africa 
and the Middle East. We want to be 
a leader in those market places. 
Now, we are obviously in a huge... 
we are in 56 countries, we may not 
be one of the biggest banks in the 
world, but in every one of our mar- 
kets, we are a big player and we 
are a local player. At the end of 
the day, Asia, if you include India 
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"There will always be 
large players in our 
industry... what we will 
see is the emergence of 
a few global banks and a 
number of very large 
regional banks. And we 
are one of those" 


and China, has more than two- 
thirds of the world's population. 
So, we are in high-growth 
economies and that's exactly what 
we want to be focussing on. 


| was reading the Banker's global 1,000 
rankings that came out recently, and 
one of the things it reveals is that the big 
banks are getting bigger. So, there is this 
category of super banks that is able 
to leverage its size to grow in other 
emerging markets also like India... 
Like who? 


Citi, HSBC.... 
I think the job of Chief Executives is 
to create value for the shareholders, 


and not to grow big for big's sake. If 
you look at value creation in bank- 
ing over the last few years, you will 
find that Standard Chartered is right 
up there amongst the top. And the 
job of the Chief Executive in busi- 
ness is to create value, not to say ‘I 
am much bigger than what I used to 
be’. So, I think it depends on which 
model you want. I mean we are 
very big in our markets and clearly 
the shareholders like what we are 
doing and the customers like what 
we are doing because they continue 
to buy. Yes, there will always be 
large players in our industry, but 
there are thousands of banks around 
the world and I think what we are 
going to see is the emergence of a 
few global banks and a number of 
very large regional banks. And we 
are one of those. 


But do you think restricting your fo- 
cus to Asia, Middle East and Africa 
will work to your disadvantage down the 
line when the big global banks start 
competing in those markets? 

But they are already competing. | 
mean, Citi and HSBC are two of 
the largest banks of the world and 
they are already competing in our 
markets. 


Just a hypothetical scenario: if it came 
to a bloody war in banking, wouldn't the 
global banks, who have deeper pockets, 
have more staying power? 

The customer doesn’t look to who’s 
got the deeper pocket. Customer 
wants service with a smile and wants 
products that he or she can buy, 
whether it is big corporations or 
individuals. We are in the service 
business. When you walk into a 
hotel, the fact that it might be part 
of a big group doesn’t matter. The 
fact when you walk into a bank 
branch, it doesn’t matter whether it 
is part of a big group. What the 
customer wants is service at a good 
price and in a friendly manner, and 
the products that he or she needs. 
That’s what banking is about. So 
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what you found is that some of the 
large banks have not produced value 
for the shareholders and if you 
don't produce value in the long 
term for shareholders, you won't 
survive. I think in our chosen strate- 
gies and products, we are very big 
and so local banks look at us and 
say, "Wow, these guys are so big. 
How are we going to compete with 
them?" Standard Chartered clearly, 
as the results demonstrate, is a) big 
enough to compete and b) doing 
exceptionally well. So, I think we've 
got enough capital, we've got 
enough people, and we are in the 
right markets. 


Do you expect consolidation to accel- 
erate in the global banking industry? 
There has been consolidation going 
on for decades. What I think is 
much more important than consol- 
idation is the application of tech- 
nology and service to the industry. 
What is much more relevant now is 
that... when you look at the mobile 
telephone and the development of 
mobile telephony, when you look at 
the way consumers’ buying behav- 
iour is changing, when you look at 
the way in which information flows 
are changing, that’s what is going to 
be the key in banking. 

I think that things like mobile 
telephones, things like PDAs, etc., 
over the next few years, will be- 
come very big influences in banking, 
and I intend Standard Chartered 
to be at the forefront of the appli- 
cation of those technologies. 


How much is the bank spending on 
customer-facing technology? 

Oh, a huge amount. We are get- 
ting more and more innovative 
around the world. If you look at 
what we've done recently on the 
eSaver account in Singapore, if you 
look at what we just recently 
launched with Disney in Hong 
Kong, if you look at the m-Wallet 
and some other products that we 
launched here, and if you look at 
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the things we’ve done in capital 
markets and cash management. I 
think the reason our results are so 
strong is because we've become a 
more innovative bank that is giving 
customers what they want. 


Coming back to India, the country 
wants to create Mumbai as a finan- 
cial hub. How do you rate Mumbai's 
chances of actually becoming one? 

In banking, India is already a hub. 
I mean, we should not forget that in 
Chennai, we have our global oper- 
ational hub and another one in KL 
(Kuala Lumpur). So it doesn't mat- 
ter whether it is a back office or a 
front office, trading or whatever. 





“It doesn't matter 
whether it's a back 
office or a front office, 
trading or whatever. 
India is going to play a 
critical role in the 
development of the 
global economy" 


India is going to play a critical role 
in the development of the global 
economy. It is no secret | am a 
huge bull on India. I am a big be- 
liever in its future. It is different 
to China but I am just an optimist. 
You know, there are going to be 
lots of international financial centres 
and India has a billion people, it's 
going to need more than one in- 
ternational financial centre. If you 
look at how many America has to 
service its 350 million people, and 
if you look at... no longer people 
are talking about competition be- 
tween Hong Kong and Singapore, 
Hong Kong and Shanghai. The re- 
ality is, you are going to need a 
lot of financial centres to cope with 
the growth in GDP in India and in 
the rest of the world. So, I think 
India is well placed and I do believe 
liberalisation and opening up of 
the markets would obviously acce- 
lerate its positioning as a hub. I do 
believe that, because I think liber- 
alisation brings three things: 
Acceleration of everything, it brings 
basically best practices in, and it 
brings competition. It is what we 
describe as the ABC of facts. So, 
you shouldn't forget that in our 
bank, India is already a huge hub. 


Last question. Probably you don't have 
one, but if you wanted to set a goal for 
Standard Chartered in India by 2010, 
what would that be? 

I don't tend to have those sort of 
numbers or goals by a year. What I 
would like is that during my time as 
Chief Executive of Standard 
Chartered, we've made great 
progress in India. It's a country that 
I truly love. It's a fantastic place. 
Now, I want to see us continue to 
invest heavily, | want to continue to 
see us developing talent (people), 
and | want to continue to see us 
acquiring new customers. So you 
know, as people are reading this 
article, Га like them all to try 
Standard Chartered out as a bank 
and then enjoy the experience. m 
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The biscuits market is : 
getting fragmented. Parle E, 
and a host of regional | 
brands are chipping away | 
at Britannia's dominance. | 
ITC has entered the fray 
and HLL is planning to 
follow suit. Can the 
wannabes dethrone 

the market leader? 
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Т'$ A STORY THAT HAS BEEN 
repeated any number of times 

in the corporate world: an 
unchallenged market leader 

rests on its Oars; competition 
emerges out of the woodwork; and 
almost at the blink of an eyelid, 
swamps the champion from all 
sides. That's precisely what's hap- 
pening to the Rs 1,587.5-crore 
Britannia Industries. To be fair to 
the company, it is still holding on to 
its market leader status, but only 
very tenuously. Over the last couple 
of years, Britannia, which was once 
considered a generic name for bis- 
cuits, has seen its share of the 
Rs 4,500-crore per annum market 
fall from 48 per cent to 40 per cent. 
Britannia's loosening grip on 
the market has allowed challenger 
Parle to come within striking dis- 
tance of its crown (Parle, in fact, is 
the market leader by volume, but 
still trails Britannia marginally in 
value terms); and given smaller е 
players like Bisk Farm, Priya Gold, ITC's Naware: Building brands, consciously 
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Anmol, Marico and Duke space to 
carve out regional satrapies all over 
the country. The year 2003 marked 
the inflexion point for the biscuits 
industry. That was when ITC 
entered the market with its Sunfeast 
brand and grabbed an 8-10 per 
cent market share, Parle increased 
its market share from 34 per cent in 
2003 to 38 per cent now and regio- 
nal brands and the unorganised 
sector together wrested about 10 
per cent. All this while, the market 
grew at a rate of 10 per cent per 
annum even as the market leader's 
share dwindled. Britannia brushes 
aside any suggestion that its position 
is under siege. “We believe that 
more activity in the biscuits market 
creates more opportunities for us, 
and we are very well placed to tap 
it. Britannia leads the overall mar- 
ket in terms of value and, in fact, 
our brands lead in six of the eight 
market segments," says Vinita Bali, 
CEO of the company. 

Meanwhile, the challengers are 
using different strategies to consol- 
idate their positions. For Parle, it's 
price. *The market for biscuits is 
extremely price-sensitive," says 
Kunal Motwani, an analyst at 
Equitymaster.com, a Mumbai-based 
research firm. *With Parle holding 
the price of its 100 gram pack of 
glucose biscuits at Rs 4, no com- 
petitor can afford to increase prices 
by even 25 paise. This is putting 
pressure on margins and affecting 
growth," he adds. Glucose biscuits 


THE COMPLETE PICTURE 


account for 57 per cent 
of the Indian biscuit 
market and Parle G 
commands a 50 per cent 
share of this segment. 
Incidentally, the brand, 
which sells 4,000 tonnes 
per annum, is the world’s 
largest by tonnage. So how 
does it cope with rising 
costs? A senior Parle exec- 
utive avoids a detailed 
explanation, saying: “We 
are a (comparatively) smaller 
player and, hence, have better con- 
trol over expenses and overheads.” 
Britannia is “also trying to cut 
costs,” says a spokesperson, but 
declines to flesh out the details. 

Regional players—Priya, Anmol 
and Bisk Farm in the east, Priya 
Gold in the north and west, Anmol 
and Bharat in the north and east, 
and Duke in the south—are also 
consolidating and expanding their 
reach. The east, in particular, is 
where Britannia’s market share has 
eroded the most: its sales have 
dropped from 8,000 tonnes a 
month to 6,000 tonnes over the 
last five years. The beneficiaries of 
this loss: Priya, Anmol and Bisk 
Farm. Says Vijay Singh, Managing 
Director, Bisk Farm: “Since 
Britannia outsources sizeable volu- 
mes to local manufacturers, its qua- 
lity often varies. But, we can offer 
uniform quality as our entire output 
is manufactured in-house.” 

Priya Gold is growing very fast 
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Sachin, Rahul's choice: Britannia trying 
to piggyback on their popularity 


in the north and the west, where it 
enjoys a market share of 12 per 
cent. Priya Gold Chairman 
B.P. Agarwala is upbeat about the 
future. *We are in the process of set 
ting up four new plants in 
Guwahati, Dehradun, Ranchi and 
Nagpur," he says, adding that this 
will help him *take on might 

competitors like Britannia and 
Parle." His brother, S.N. Agarwala, 
who runs Priya Biscuits, which 
focusses on the east, is trying to 
expand the market by creating new 
segments. “We are the first branded 
player in the cookies segment in 
eastern [ndia; and the response ha: 
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been extremely encoura- 
ging," he says. 

All the players—old and 
new, big and small—are 
consciously building their 
brands. “The biscuits mar- 
ket, in both urban and rural 
India, is extremely brand- 
sensitive,” says Ravi 
Naware, Chief Executive, 
ITC Foods, which has 
launched a dozen sub- 
brands, at different price 
points, from basic to 
premium, under the Sun- 
feast umbrella. Last year, 
ITC reportedly spent Rs 16 
crore on promotions. The 
company has signed on 
Bollywood superstar Shah 
Rukh Khan as its brand 
ambassador. Britannia and 
Parle, too, pulled our all 
stops in their brand-building 
efforts. According to sour- 
ces, these two accounted 
for more than 50 per cent 
of the Rs 50-crore that bis- 
cuit companies spent on ads 
last year. The former is try- 
ing to piggyback on the 
popularity of cricketers—it has 
signed on Sachin Tendulkar, Rahul 
Dravid and Virender Sehwag to 
promote its products. 

The smaller companies, unable 
to outshout the big boys, have 
adopted innovative ways of reaching 
out to their customers. Anmol 
recently signed on popular Bengali 
band Dobar and soccer star 
Bhaichung Bhutia to promote its 
family pack, a hitherto non-existent 
segment in the industry, in West 
Bengal. “Our brand promotions 
have enabled us to grab market share 
from the unorganised sector,” says 
Mrinal Sen, General Manager, 
Anmol. It also offers its dealers all- 
expenses-paid trips to various exotic 
locations in Europe and south east 
Asia based on their performance, 
thus, ensuring a well-greased distri- 
bution channel. Anmol has recently 
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Anmol's Sen: Innovative brand promotions is the key 


India Versus Bharat 
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BISCUITS 
Figures in per cent 


set up a factory at Noida, which 
will cater to the markets of Uttar 
Pradesh, Delhi, Haryana, Punjab, 
Rajasthan, Uttaranchal and Jammu 
& Kashmir, and hopes to have a 
pan-Indian footprint by 2007. Bisk 
Farm, on the other hand, is betting 


on new and emerging seg- 
ments like sugar-free cream 
crackers and diet biscuits to 
fuel its growth. 

Analysts expect the 
market to grow exponen- 
tially in the years to come. 
Per capita consumption in 
India is only 2 kg com- 
pared to 16 to 17 kg in the 
developed markets. Adds 
Britannia's Bali: *Value 
Added Tax on biscuits is 
considerably higher than 
on comparable products 
like chips, snacks and tea. A 
rationalisation of this rate 
will result in a surge in 
growth." That will give all 
the existing players suffi- 
cient room for expansion— 
and provide space for new 
players to walk in. 
Hindustan Lever (HLL), whi- 
ch had entered the biscuit 
market in 2001 only to 
beat a hasty retreat three 
years later, is now planning 
a comeback, An HLL 
spokesman declined to 
divulge its plans, but mar- 
ket sources say its biscuits could 
be on shop shelves within the next 
four to six months. Britannia is 
ready for the battles ahead. 
Company sources say it has lined 
up exciting new products that will 
carry the fight into rival camps. “We 
recently relaunched our largest 
brand, Tiger, with a significantly 
superior product. This is going to be 
followed up with innovative new 
products and variants every couple 
of months,” says a spokesperson. 

All the national and regional 
players are looking forward to fast 
growth over the next few years. 
And one thing seems certain, at least 
for the foreseeable future. The days 
of single company monopoly are 
over. India’s cookie market will con- 
tinue to be ruled by many kings. Ш 
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A Nations 5 Progress: 


Engineering 


Middle-class India's obsession with education 
fuelled the great Indian IT boom. | P 
affluence is now fuelling the creation of a * 
sports-minded nation. SHAILESH DOBHAL 
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10 BILLION. RS 43,000 CRORE AT THE THEN EXCHANGE RATE. THAT WAS THI 
value Fortune magazine put on hoop-meister Michael Jordan's contri- 
bution to the Us economy. It also put him on the cover of the magazine. 
That was way back in 1998. Sure, the calculation included sales of cloth- 
ing and footwear lines that were either named after or endorsed by the 
man, but $10 billion is a lot of money (and 12,192, the number of baskets Jordan 
has scored in his lifetime in the NBA, is a lot of baskets). 

The number is significant because it is about the same value this magazine 
puts on the size of the sports market (leaving out sales of products endorsed by sports- 
people, but including pretty much everything else) in India by 2010. That's five years 
from now, and if the number still looks like an exercise in inspired extrapolation (it 
isn't and is actually based on sound math and plain common sense) blame it on the 
Indian psyche. For instance, were the estimate to be about the size of the offshored 
Indian IT services industry and were this magazine to say $80 billion (Rs 3,5 2,000 
crore) by 2010 (the actual number, according to India's software lobby Nasscom will 
be $48 billion or Rs 2,11,200 crore) no one would have any problems accepting the 
number. That's because India is an IT nation. Not a sporting one. 

It's one thing to look at the size of a nation's population and economy and derive 
the ideal ‘sporting-quotient’ for it, something similar to what audit firm 
PricewaterhouseCoopers did before the Athens Olympics (the study showed that India 
should win 10 medals; see A Sporting Nation...). It is another to realise that the way 
Indians look at sports is changing, something that could eventually result in an Indian 


THE RS 40,000-CRORE OPPORTUNITY 


By 2010, that’s how big the Indian sports economy could be. 





COACHING: Today, around 10 million Indians spend an average of Rs 2,000 a month on 
tennis, cricket, swimming, squash, or basketball classes for their children. That's Rs 24,000 crore a 
year. Even conservatively, that number would grow to Rs 30,000 crore by 2010 





BR OADCASTING: Today, sports broadcasting is a Rs 600-700 crore industry; by 2010 
even if nothing changes, it would be a Rs 1,500-2,000 crore one. However, pay-per-view, broadband 
and non-television broadcasting could change everything and the industry could well be worth Rs 5,000 
crore by 2010 


ENDORSEMENTS: A mere Rs 150-200 crore worth today, things will change once 
India is represented in the top 10 in the really rich sports, tennis, say, or golf. Maria Sharapova, for 
instance, makes around $20 million (Rs 88 crore) from endorsements. By 2010, then, this slice of the 
pie could be worth at least Rs 1,000 crore in India 








TICKET SALES: across sports, this is an insignificant statistic in India right now. The English 
Cricket Board made £5 million (Rs 39.5 crore) from the sale of tickets for the recently concluded Ashes 
2005 test series. If any professional league, either in football, or hockey, even cricket takes off in india 
in the next few years, it would contribute significantly to revenues from ticket sales 





TITLE SPONSORSHIP S: Linked to the success of a professional - in any 


sport, this too, could contribute significantly to revenues 





Source: All figures are BT estimates with inputs from industry players 
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HOUGH SPORTING SUCCESS HAS A KIND OF 

correlation to a country's population and more 

so, to economic wealth, the correlation is far 
from simple or straight. For it is in fact developed 
countries, and those belonging to the former Soviet 
block and China, that tend to punch above their 
weight at most big international sporting events 
such as the Olympics. “Sport it seems is one 
area where a planned economy can succeed," says a 
PricewaterhouseCoopers report (published: 2004), titled Modelling 
Olympic Performance. And other unquantifiable invariables, like 
relative levels of state and corporate funding, hungriness for success, 
attitude and genes play a crucial role. So what explains India's dismal 
performance relative to its economy, for according to the same PwC 
report, it should have come home from Athens with 10 medals, not 
just Rajyavardhan Rathore's sole silver? "As people, we're not com- 
petitive. And till now the incentives for doing well in sports were min- 


imal," says sociologist Ashish Nandy. 
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winning Wimbledon or earning a 
podium-finish in F1, and something 
that will definitely mean that the 
sports economy grows beyond this 
magazine’s Rs 40,000 crore pro- 
jection by 2010. “In our current 
culture of consumerism and self- 
assuredness, sports are kind of beco- 
ming a make-me-feel-good-about- 
myself thing,” says Santosh Desai, 
President, McCann Erickson. Sports 
is still far from being a way 
of life in India, unlike in 
Australia, where an average 
household spends upwards of 
10 per cent of its monthly 
household budget on the pur- 
suit of sports, perhaps every 


It would seem so; should India be happy? 
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households across the country. 
"Indians are realising the impor- 
tance of giving their kids a well- 
rounded and healthy upbringing 
and, therefore, you see lots more 
kids on tennis courts and more men 
on golf courses now," says Ravi 
Krishnan, CEO of sports marketing 
company IMG India. With obesity 
amongst middle class Indian kids 
taking epidemic proportions, smart 


A SPORTING NATION: 
NOT BY INCOME ALONE 























parents are pushing their kids 
towards outdoor sports as means 
to expend those extra calories. 


On A Cusp, And Prayer 

"The very idea of earning a living 
through sports is alien to us, but 
it’s changing," says sociologist 
Ashish Nandy. That’s because, as 
a nation and people we are close to 
an inflection point where we are 
becoming less paranoid with 
our concern for the future, 
partly because a whole new 
generation has grown up 
working in a post liberalised 
economy. Today, these indi- 
viduals are in the 30-45 age 


kind known to man and more. US 103 ds ^a зз 8700р (that would mean they 
But what is important is that Rusia 2 ОМ ^ әв меге 15-30 years old when 
the very idea of sports in India Ghina з eo 50 13 India decided to throw open its 
is morphing from mere enter- Australia — 49 — 41 Tg economy). They have bene- 
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in India, a good 40 million 
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Domain Expertise. World-class Solutions. 


Rolta has strengthened its path-breaking position in an uncompromising business environment 
by judiciously leveraging its unique domain knowledge. Few companies worldwide have the 
Specialised domain knowledge that Rolla possesses. 


Knowledge which is the result of an exceptional combination of IT, Mapping, Engineering, 
Software and eBusiness skills. Knowledge that's been developed through resident expertise 
and the strengths of its global technology partners. Knowledge that has been honed due to its 
own vast experience of meeting customer needs over two decades across the globe. 


Rolta has institutionalised the transformation of knowledge into an asset, which is consumed, 
shared, exchanged and invested for continuous use. Knowledge from each project is absorbed 
and leveraged with the objective of generating maximum value for increased growth. The 
Company has evolved a highly successful and time-tested strategy for gathering and 
disseminating knowledge across its operations, 


At Rolta, there is a strong emphasis in the absorption of the technologies acquired from the 
Company's diverse partners; a selective evaluation of emerging technologies; the prudent 
identification of gaps between market requirements and available technologies; resulting in the 
development of innovative interlinked solutions that comprehensively address customer 
requirements. 


Over the years, Rolta has matured to becoming a pioneer and dominating the businesses it is 
Tî What's more, through the intelligent extension of expertise and knowledge acquired in one 
business, Rolta has successfully launched new businesses, by constantly extending its product 
lines and complementing its service offerings, so that its customers derive full value out of 
technology and their investments. This is a Rolta speciality. 


Rolta shall continue to leverage the full power of its knowledge management skills to ensure 
that it consistently exceeds stakeholders’ expectations. Which is what you'd expect from a truly 
world-class company. 


India's Number 1 CAD/CAMIGIS solutions provider 
Amongst the world's top AM/FWGIS & Photogrammetry services provider 


Leading provider of Plant Design Automation Solutions in India, and preterre 


Plant Engineering Design Services globally to intemationai giants like T 
Joint Venture established with Stone & Webster Inc, USA, one of the v 


companies for addressing large projects, in segments like power, petrochemical, refi 


One of the top-three Premier Global Service Partners of Computer Associates, wordy 


services in the areas of Enterprise Management, Security, S/W De 








Strong business partnerships with intemational technology leaders 
IBM, Microsoft, Oracle and others 

Worldwide presence with over 3000 professionals, and state-ol-the-art intra 
connectivity and software development centers in India & USA 
Subsidiaries in USA, Canada, UK, Germany, Netherlands, Saudi Arabia M 
of over 15 full-fledged offices in india 

Top quality certifications such as ISO 9001 :2000, SEI CMM Level 5, 85 7 





A leading Public Company with over 1,30,000 shareholders, profitable ã 


dividends since IPO in 1990 
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Ranked by Forbes Global for three years in a row (2001, 2002, 2003) amongst the 20 


Companies in the world (Sales upto US $ 1 billion), only eighteen suc! 


Impressive list of domestic and International Customers, such as: Saudi T 


National Grid, Verizon, Sodexho, Cingular, Shell, Technip, EDS Medical, US 


L&T, Reliance, Indiana Supreme Court, Telus, Bechtel, Aramco, Phillip: 
Card, Bear Steams & Co, Indian Defence, EIL, BHEL, BSNL. Tata С 
Boards, NRSA and many others 
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ROLTA 
Managing Technology...Maximising Value 


Rolta India Limited, Вока Technology Park, MIDC - Marol, Andheri (East), Mumbai - 400 093. Tel.: 022 - 2832 6666 www.rolta.com 
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HEN DO YOU TAKE THE CALL TO PURSUE A GAME YOU ARE GOOD AT AS A CAREER OPTION? 
According to C.G.K. Bhupathi, who runs the Nike Bhupathi Tennis Village on the 
outskirts of Bangalore (he is the father of Mahesh Bhupathi, probably the best tennis- 
doubles player India has ever produced), the magic age is 14. "From the age of seven 
to 14, they train really hard and essentially pull a double shift almost every day," he 
says, looking at a batch of students, "combining the rigours on the court with their 
academic requirements." With sports just beginning to emerge as a viable career option, 
however, it still doesn't make sense to focus exclusively on sport (unless you are very 
very good or very very rich or, ideally, both). That's because of the limited opportuni- 
ties that exist, says Anirban Blah of Globosport, a sports management firm promoted by 
Mahesh Bhupathi. He points to the case of Shikha Uberoi, ranked 125 in the world and 
seen as another rising star, who "continues to struggle in terms of sponsorship". 
RAHUL SACHITANAND 


SHAMIK ВАМЕКЈКЕЕ 





Nike Bhupathi Tennis Village's 
C.K.G. Bhupathi: 14 it is 
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sport. “And that’s when the only- 
good-education-brings-success-in- 


roles ranging from sponsor and 
cheerleader through ball boy and 


district (where full-size pools are 
non-existent) to Bangalore and the 


5 life thing gets to loosen and the chauffeur to coach and when the expert coaching at Basavangudi 
feel for nurturing natural talent (in chips are down, motivational Aquatic Centre, a place that shot 
sports, for instance) rises up the — speaker. “Му parents have sacri- into limelight when the world dis- 
ladder,” says McCann’s Desai. ficed a lot for my sake, right from — covered that the Millet sisters, Nisha 

Not entirely, though. For, the time in school when they had to and Reshma, the brightest stars on 
although aspirations and the amount cart me around for practice to my India’s swimming horizon for some 

I of money people are willing to dad helping with my finances,” says time, had trained there. “We did 

spend on sports (typically on lessons Јоѕһпа Chinappa, the world's 42 well in rr because Indian parents 

A for their wards) have soared, infra- squash player in the junior league. were willing to sacrifice everything 

A structure, both physical and mar- And when Aaron D’souza, nowall to see their kids 


Special et, it 


keting, haven’t kept pace (see The 
Business Of Sport). If there are any 
heroes in this story, it has to be the 
parents who perform a variety of 
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Travel 
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of 13, showed promise in swim- 
ming, his father, Agnel D'souza, 
packed up everything and moved 
the family from Mumbai's Thane 


How мог Does It Cost To Create A... 


| Rs 2-3 lakh 


Special diet, kit 
к: 


Special diet, kit 
Rs 1 lakh 


Coach & facility 









succeed in engi- 
neering. We are 
now beginning 
to see some 
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Blinkers or not, our obsession for cricket is enduring. 


product and great marketing. 

“Cricket perhaps is the single 
largest cultural product consumed 
in this country,” says Santosh 
Desai, President, McCann 
Erickson. It is also the single 
largest builder of our national 
identity, perhaps even above our 
(mutual) animosity with Pakistan. 


|> А SIMPLE CASE OF A GOOD 





agency, TAM. For all the glamour 
associated with tennis, and Sania 
Mirza notwithstanding, can any- 
one still think of making a Hindi 
blockbuster based on any other 
sport, but cricket, as Aamir Khan 
did with Lagaan (left)? This is 
something that non-cricket sport 
federations need to understand 
as they set out to promote their 


Little wonder, then sports television rides on Indian 
cricket, with over 80 per cent of the total Rs 450 crore 
sports advertising spend (2004) going to cricket; in viewership 
terms, cricket accounts for 70 per cent of all sports eye- 
balls. And cricketers are only celebrities who walk shoulder to 
shoulder with film stars, both on popularity and earnings. “For 
any sport to become a success, you need icons whom media 
can hype,” says L.V. Krishnan, Head of television monitoring 


disciplines, something that the Board of Control for Cricket in 
India (BCCI) realised a long time ago. 

Yet, it is only at the international level that cricket has any 
appeal, for players, broadcasters, advertisers and the like. “BCCI 
is the richest cricket body in the world, It can easily support 50- 
60 academies to tap talent in small towns and villages,” 
says Navjot Singh Siddhu. That it can. 

SHAILESH DOBHAL AND KUMARKAUSHALAM 








kind of societal momentum building 
up for sports,” says Anil Khanna, 
Secretary General of All India 
Tennis Association (AITA). “I have 
been in the tennis coaching busi- 
ness for over 17 years now, but the 
change in parents’ and kids’ attitude 
has been phenomenal over the past 
one-two years. Now they’re coming 
in droves. The business for people 
like me is booming,” adds Shekhar 
Menon, who runs Shanti Tennis 
Academy in New Delhi. Arra has 
set itself a target of producing 
100,000 certified tennis coaches in 
the next four-five years, up from 
under 10,000 currently. It has also 
woken up to the fact that hundreds 
of tennis academies are mush- 
rooming across the country and is in 
the process of commissioning a 
count to facilitate regulation and 
promotion. 


Cause And Effect 

Everything has a role to play. 
Broadcasters and marketers will 
rush to cover and sponsor events 
where Indian sportspeople do well, 
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and, in turn, this coverage and 
interest will spur others to take up 
the sport. Sports broadcasters, such 
as ESPN STAR Sports and Zee Sports, 
are picking up and repackaging- 
for-Tv sports such as hockey 
(Premier Hockey League; see The 
PHL Experiment) and football that 
were once considered too insignif- 
icant to cover in the Indian con- 
text. And Sania Mirza's fourth 
round appearance against Maria 


Sharapova at the Us Open, says for- 
mer world billiards champion Geet 
Sethi, will *be a big subconscious 
booster for a whole generation of 
Indian tennis players, especially 
women". 

Read in the larger societal con- 
text, the question of the business 
popularity of cricket versus other 
sports, in terms of broadcast or 
endorsement money, is actually 
irrelevant. “In sports, success and 


WHAT A TOP CRICKETER MAKES 


No surprises here, five batsmen and a bowler. 
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“ 


t 


Children Of A Lesser God? 


Not really, but it isn't quite cricket. 





The new ambassadors: Fast, driven, and on target, but will marketers bite? 


RICKET STILL COMES IN FIRST, BUT 
Cre seems to be a fatigue set- 

ting in for cricketers, and there- 
fore openness for other sports,” says 
Latika Khaneja, Director of Collage 
Sports Management, on changing cor- 
porate attitudes towards sponsoring 
other sports. It helps that non-cricket 
sportspersons, Sania Mirza (tennis), 
Arjun Atwal (golf) and Rajyavardhan 
Rathore (shooting), are winning 


popularity loop into each other,” 
says B. Narayanswamy, Director of 
Indica Research. In cricket it was 
India’s victory in the Prudential 
World Cup 1983, and the presence 
of icons such as Sunil Gavaskar, 
Kapil Dev and Sachin Tendulkar 
that made the sport an Indian obs- 
ession. Such icons are emerging in 
other sports now, and, surprise sur- 
prise, some of them are actually 
going out and winning events. 
“Sania’s success, though ephe- 
meral, will certainly prop up tennis 
as popular culture,” says sports 
writer and sociologist Ramchandra 
Guha. Last year, according to 
media monitoring agency TAM, 
the average viewership of a 
Formula 1 race was 0.1; this year, 
with India’s Narain Karthikeyan 
in the fray, the number has incre- 
ased to 0.3, a jump of 7 lakh 


international tournaments. Khaneja 
has already roped in Sahara and Hero 
Honda for Rathore, at Rs 75 lakh a 
pop, significant numbers even by crick- 
eting standards. That it isn't always a 
case of happily-ever-after is evident 
from the case of long-jumper Anju 
Bobby George who is, as this magazine 
goes to press, in India, trying to raise 
some of the Rs 55-60 lakh she needs 
to continue to compete in the 


Even India’s cricketers are 
minnows. 

















NAME AMOUNT ($ MILLION) 
Tiger Woods 87 
Michael Schumacher 60 
Oscar De La Hoya 38 
Michael Vick 37.5 
Shaquille O’ Neal 33.4 
Maria Sharapova 18.2 


Source: Forbes The Celebrity 100, 2005 


households. *Globally, celebrity 
and celebration have become the 
core value of sports," says 
McCann's Desai. With celebrities 
arriving, though belatedly, mar- 


keting across sports federations 


international circuit. "Indian companies 
looking at going global should spon 

sor (Indian) golfers in the USPGA, 

says Ravi Krishnan, Managing 
Director, IMG and TWI for In 

South Asia. That's a thought 
all, if Accenture can get Tiger Woods 
for its campaign, why can't Infosys 
TCS, or Wipro sponsor an Atwal or a 
(Jyoti) Randhawa? 
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Maria Sharapova: Her 2004- 
Wimbledon win set off the rush 


and broadcasters getting slicker, 
and consumer mindsets and purse 
strings loosening, the party for 

sports for India has just begun. 
ADDITIONAL REPORTING BY 
RAHUL SACHITANANI 
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The Business Of Sport ' 


Managing sports in India is big money and big politics. ARCHNA SHUKLA 


Bion, 
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BOARD OF CONTROL 
FOR CRICKET IN INDIA 


* 





PRESIDENT: Ranbir Singh Mahendra 


REVENUES: 
TELECAST RIGHTS: Rs 1,300 crore 
(proposed for the next five years) 


SPONSORSHIP RIGHTS: 
Rs 175-200 crore a year 


IN-STADIA ADVERTISING: 
Rs 50-100 crore a year 


TICKET SALES: Rs 1 crore a year 


UICK, WHICH IS THE FASTEST 

growing industry in the US? 

Pharmaceuticals? No. 
Biotech? Maybe. Sports? That's a 
definite possibility. A recent study by 
Sports Business Journal puts the size 
of the industry at over $200 bil- 
lion (Rs 8,80,000 crore), more than 
three-times the size of Hollywood. 
In India, however, the sports econ- 
omy is just beginning to take wing. 
One thing that will help will be the 
creation of events packaged to cater 
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PRESIDENT: K.PS. Gill 


REVENUES: 
GOVERNMENT FUNDS: Rs 20-30 lakh 


TELECAST RIGHTS*: Rs 5-crore-a-year 


SPONSORSHIP RIGHTS: Rs 2 crore; also 
has deals with Western Union, Pepsi 
and Adidas for PHL 


IN-STADIA ADVERTISING: Negligible 
TICKET SALES: Rs 10 lakh a year 
* Also includes management fees 


to the domestic market. “Interes- 
tingly, most of the sports that gen- 
erate big business in the Us are 
purely domestic events,” says Ravi 
Krishnan, Managing Director, IMG 
India. “NASCAR, National Football 
League or National Basketball 
Association are purely local events.” 

One disadvantage India has is 
that it seems to have tied its fortunes 
to those of cricket. And cricket is a 
minnow on the global stage in terms 
of money-power. The last Soccer 








ALL INDIA FOOTBALL 
FEDERATION 
PRESIDENT: Priyaranjan Das Munshi « 


REVENUES: 
GOVERNMENT FUNDS: Rs 30-50 lakh 


TELECAST RIGHTS*: Rs 5-crore-a-year 
deal with Zee Sports 


SPONSORSHIP RIGHTS: 
Rs 2-5 crore a year 


IN-STADIA ADVERTISING: Negligible 
TICKET SALES: Rs 50 lakh a year 


* Also includes management fees 


World Cup generated $100 billion 
(Rs 4,90,000 crore at the then 
exchange rate) in revenues; the last 
Cricket World Cup did $600 mil- 
lion (Rs 2,820 crore then). Why, 
even the English Premier league is 
watched by some 350 million fans 
across 20 countries. “Thanks to its 
world-class packaging and telecast, 
the event is building a strong view- 
ership base in India too,” says R.C. 
Venkateish, Managing Director, 
ESPN STAR Sports. So, how much is 


ч ка Р 
d Guess who comes out 
a on top in UK IT? 


ALE » 


Source: WDA IT Market Valuation Research, 2004 


For more details visit our website or contact: 
Aslesha Khandeparkar 

Welsh Development Agency (India) 

Email: aslesha.khandeparkar@wda.co.uk 


FACT: the top IT companies in Wales are 
growing seven times faster than the companies 
that make up the FTSE™ techMARK index, the 
UK's leading indicator of IT performance. 

Located on the M4 corridor, Wales, the Land of 
the Dragon, is home to over 700 IT companies 
With a 100% digitised telecommunications 
network and a 350,000 mile fibre optic network 
Wales has the most advanced telecommunications 
infrastructure in the world. 

Companies such as EDS, Fujitsu Services, Target 
Group and IBM Business Consulting Services 
together with an increasing number of niche IT 
companies, have transformed the sector. 

The Welsh Techniums and Centres of 
Excellence provide a new incubating approach 
to innovation and research and development 
making Wales one of the most vibrant 
environments for IT companies. 


Ys 
WALES SUK 


www.wales-uk.com 
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PRESIDENT: Anil Khanna 


REVENUES: 

TELECAST RIGHTS: Ten Sports to 
telecast upcoming Sunfeast 
Tournament for the first time; 
before this, organisers would 
pay broadcasters to be on air 


SPONSORSHIP RIGHTS: Rs 5-10 crore 
(rrc, Tata, ABN AMRO) a year 


IN-STADIA ADVERTISING: Negligible 
TICKET SALES: Rs 50 lakh a year 


the Indian cricket industry worth? 
All of Rs 1,200 crore a year. 

As Jamie Stewart, Global 
Sponsorships Manager, International 
Cricket Council (СС), points out, 
“The fact remains that the Indian 
sports industry has not even made a 
serious attempt at realising its full 
potential.” “Forget football or 
hockey, even cricket’s full com- 
mercial potential is yet to be 
exploited in India,” adds Lokesh 
Sharma, Managing Director, 21st 
Century Media. 

BCCI Vice President and Rajya 
Sabha мр Rajeev Shukla agrees 
that “cricket can become a Rs 
5,000- crore business". And he 
is talking only about the revenue 
that the cricket board can raise. 
“We haven’t yet explored possi- 
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bilities in merchandising, licens- 
ing, ticketing, hospitality and 
other related areas. Even the tele- 
cast rights market for cricket is 
highly undervalued,” he adds. 
Going by the recent battle over 
the telecast rights (see Broadcast 
Battles), it’s clear that there is a 
significant market for Indian 
cricket; it’s just that those at the 
helm of affairs seem completely 
oblivious of the value of the en- 
terprise they run, Yet, BCCI is not 
alone in its slothfulness. 

The entire sports management 
industry is unanimous on one issue: 
Be it hockey, football, tennis, or 
any other sport, all have suffered 
because of the callousness of their 
managers. “Ranji Trophy, Duleep 





IMG's Ravi Krishnan: Big bucks 
come from domestic events 


Trophy, Durand Cup, Davis Cup, 
used to be extremely popular sports 
events till a decade ago,” says Harish 
Thawani, Executive Chairman, 
Nimbus Communications. “With 
the increase in per capita incomes, 
expansion of broadcast networks, 
and a slew of corporates willing 
to align with sports, these events 
could have become cash cows for 
their owners and, in the process, 
helped expand the business of 
sports in the country.” 


INYASOD HSIWA 








m NIMBUS SPORTS INTERNATIONAL 
HEAD: Harish Thawani 

A full service sports marketing and pro- 

duction company that does everything 

from rights management and television 

production to event management and ad 

sales 


m PDM (EARLIER PERCEPT D'MARK) 
HEAD: Preeta Singh 

A sports, entertainment and celebrity 

management agency. Manages the 

Indian cricket team for Sahara 


m GLOBOSPORT 

HEAD: Mahesh Bhupathi 
A sports, entertainment, and celebrity 
management agency, it represents Sania 
Mirza and Zaheer Khan, among others 


m IMG 

Head: Ravi Krishnan 
The Indian arm of the world's best- 
known sports management firm; 
organises the $400,000 (Rs 1.76-crore) 
Chennai Open, South Asia's only 
ATP event 


m WORLDTEL 

Head: Jeanne-Marie Verghese 
A sports management firm that was 
founded by the late Mark Mascarenhas, 
it represents Sachin Tendulkar 


п 21ST CENTURY MEDIA 

Head: Lokesh Sharma 
A sports and brand consultancy and 
celebrity management firm, it handles 
the portfolios of Rahul Dravid, Irfan 
Pathan, Mohammed Kaif, Ajit Agarkar 
and Narain Karthikeyan 


m TIGER SPORTS MANAGEMENT 
Head: Brandon De Souza 

A golf and event management com- 

pany, it is associated with the Amby 

Valley PGAI Tour and the AirTel Masters, 

among other events 


w LEISURE SPORTS MANAGEMENT 
Head: S.S. Das Gupta 

A pure sports marketing firm that 

manages the Premier Hockey League 

for the IHF 


m COLLAGE SPORTS MANAGEMENT 
Head: Latika Khaneja 

A sports celebrity management firm 

that represents Virender Sehwag and 

Rajyavardhan Rathore, among others 
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If it works, it will showcase the benefits of a professional league. 





The popular refrain of sports 
federations regarding media apa- 
thy and lack of interest among the 
public seems quite tenuous, if one 
looks at the attendance figures for 
tennis, football, even hockey. Indian 
Hockey Federation (IHF) chief К.Р.5. 
Gill himself discloses that “hockey 
matches in places like Jalandhar 
and Rourkela pull anywhere 
between 20,000 and 25,000 audi- 
ence in stadiums, a number 
which even cricket can't 
match". Then, he doesn't 
see the need to monetise 
this popularity. He doesn't 
want hockey to be *ur- 
banised and commercialised" 
like cricket. *Hockey is a 
poor man's game and I 
don't mind if it remains so," 
he says. All very laudable, 
but that doesn't help the 
sport anyway (not unless 
the government prints 
enough money to keep the 
sport funded and that's bad 
economics). 

What the organisations 
in charge of various sports 


Internet 


WEAK THE RULES OF THE GAME A BIT TO MAKE IT MORE TELEVISION-FRIENDLY, SPREAD A 

smattering of global stars across the teams, find sponsors for some of the teams 

(if not all), and throw in some marketing razzmatazz such as endorsements by 
popular Bollywood stars and cheerleaders. Sounds good? Well that's what ESPN STAR 
Sports tried with hockey (the Professional Hockey League or PHL) and the experiment 
seems to have worked. Indian Hockey Federation chief K.P.S. Gill, for one, is all praise 
for the channel, which along with Kolkata-based sports management agency 
Leisure Sports, designed PHL. "Hockey never got a good response on TV earlier be- 
cause Doordarshan could never understand the need to invest in building the 
game,” he says. In Hyderabad, where all matches were played, the league was a big 
hit with some matches attracting crowds exceeding 20,000 and registering "regional 
TRPS toucing 5" according to a ESPN STAR Sports spokesperson. Then, there's the 
fact that ESPN STAR and Leisure Sports managed to rope in sponsors like Westem 
Union, SmithKlime Beecham and Adidas. The broadcaster may not have made any 
money on PHL (it is estimated to have spent around Rs 4 crore and the pay-back 
should come once the league establishes itself), but the very fact that Zee Sports is 
now trying to do something similar with the All India Football Federation says it all 


haven't realised, broadcasters have. 
As early as 1996, ESPN offered to 
partner the All India Football 
Federation (AIFF) in the creation of a 
domestic football league (the sports 
channel had committed Rs 10 crore 
for 10 years). The deal fell thro- 
ugh, because the AIFF insisted on 
having the matches covered by 
Doordarshan (now Prasar Bharti) 
also. Last year, ESPN signed a 10-year 


THE $200-BILLION US 
SPORTS ECONOMY 


Advertising $27.3 billion (Rs 1,20,120 crore) 
Sporting Goods $25.62 billion (Rs 1,12,728 crore) 
Tickets, Parking etc$26.17 billion (Rs 1,15,148 crore) 
Services $15.25 billion (Rs 67,100 crore) 
Licensed Goods $10.5 billion (Rs 46,200 crore) 
Acquisition Rights $7 billion (Rs 30,800 crore) 
Endorsements $897 million (Rs 3,946.8 crore) 
239.1 million (Rs 1,052.04 crore 


Others* $86 billion (Rs 3,78,400 crore) 


* Others includes coaching and training, and direct spending 
Source: Sports Business Journal 


deal with the IHF to create a 
domestic league, the Professional 
Hockey League (see The PHI 
Experiment), at an investment of 
Rs 5 crore a year. And Zee Sports 
has committed the same amount 
to a football league. 

The exploits of Sania Mirza, 
Narain Karthikeyan, Arjun Atwal 
and Rajyavardhan Rathore have 
caught the imagination of a new 
generation of sports man 
agers who seem deter- 
mined to push sports fed- 
erations into action. "The 
Indian sports market has 
all the necessary ingredi- 
ents to become a fast 

rowing industry, rising 
stars, booming broadcast 
business, increasing mar- 
ket value of corporates and 
one of the biggest viewer 
ship markets. There is no 
reason why it should not 

e able to write a success 
story like Bollywood," says 
Gary Lovejoy, Chief 
Operating Officer, Zee 
Sports. It well could. 
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All For The Tube 


Broadcasting doesn't just bring in the money; it actually 
popularises sport. ARCHNA SHUKLA 





A cricketing nation: Despite Team India's poor showing, the sport continues to pull eyeballs and ad revenues 


advertisers bet big bucks on 

sports on television. And it's not 
for nothing that broadcasters com- 
mit millions of dollars for sports 
acquisition rights; the per day 
acquisition cost of India-cricket 
(read: cricket for which the rights 
vest with Board of Control for 
Cricket in India or BCCI) is around 
Rs 11 crore a day. Cricket alone 
accounted for 9 per cent of the 
total ad spend on rv (Rs 9,000 
crore) in 2003. That was a whop- 
ping Rs 800-odd crore. The amount 
came down to Rs 450-500 crore 
last year; 2003 saw the World Cup, 
and in the Indian broadcasting 


[: 15 МОТ FOR NOTHING THAT 
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firmament 2004 was characterised 
by legal squabbling over cricket 
broadcast rights. 

Fact is, no one, broadcasters 
and advertisers alike, quite likes 
BCCI (largely because its decision- 
making seems driven by ad-hocism). 
But fact is, despite the Indian cricket 
team's flagging performance—on 
the basis of recent form, England, 
Australia, South Africa, Sri Lanka, 
Pakistan and New Zealand would 
rank above India, and in that or- 
der—and despite declining TRPs (tel- 
evision rating points) and skyrock- 
eting costs of acquiring broadcast 
rights, no one can quite ignore BCCI. 
Why? “Cricket advertising is set to 


touch Rs 1,500 crore on TV," says 
C.V.L. Srinivas, Managing Director, 
Maxus. Why? *Simply because 
no other property on television, 
(Amitabh Bachchan's квс II, Ekta 
Kapoor’s weepies and the like), yet 
delivers the kind of eyeballs and 
viewership involvement that cricket 
does,” says Sandip Tarkas, CEO, 
Media Direction, an RK Swamy/ 
BBDO media buying house. 

India and Indian cricket are not 
an exception when it comes to high- 
value acquisition deals and big cor- 
porate bucks. The trend started in 
the early 1970s in the Us when ABC, 
then a poor third among the top 
networks, went ahead and bought 


OCM Fresh 'n' Fragrant. Now stay fresh am to pm. OCM 


This special blend of poly/wool is treated to give this fabric unique SUITINGS 
antibacterial and anti-odourant properties to keep you fresh all day long. IA. II R T 





i Wier ee. 





REEF FT 


чт Nn ER pe 


[Г?Л 


WHO'S 
WATCHING WHAT 


Cricket still tops, but the others 
aren't too bad. 


SPORTING EVENT 
The Belgium GP 


The Fifth Ashes Test 





Sania Mirza's 2nd Round 
Match at Wimbledon 


Brazil vs Germany in the 
Confederations Cup SF 








India vs Sri Lanka in the 
final of the IOC 
triangular cricket series 
* 34 in Mumbai 


*** 15.1 in Kolkata 
**** Higher than the launch episode of KBC 1/ (13.7) 





** 10 in Hyderabad 


the National Football League for 
$100 million, a figure hitherto un- 
heard of in the industry. Soon, it be- 
came the top network. And with 
that, sports became an integral part 
of any TV network's expansion and 
growth plans. 

The same story was repeated in 
India in 2002 when Sony 
Entertainment Television (SET) 
bought the rights to all cricket tour- 
naments conducted by the Inter- 
national Cricket Council (СС) until 
2007, including two World Cups 
for Rs 1,200 crore. *While the 
industry derided the move as sui- 
cidal, we knew it was a smart 
investment," says Kunal Dasgupta, 
CEO, SET. The broadcaster didn't 
just package the event as a sports 
broadcast; it did it as an entertain- 
ment spectacle. 

According to a report put out by 
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Just how the BCCI works is as yet unclear. 


T SEEMS SOMEWHAT STRANGE THAT AN 

organisation that should seek to work for 

the betterment of cricket (and cricket 
infrastructure) in the country, spends much 
money and time focussed on improving 
the lot of lawyers through the simple means 
of filling their wallets. By one count, the 
Board of Control for Cricket in India (BCCI) 
fought some 10 cases in various courts 
across the country last year. Most per- 
tained to broadcast rights although some 
involved the status of its former chief 
Jagmohan Dalmiya. As this magazine goes 
to press, it isn't quite clear if he is the 
patron of the BCC! as he was named some- 


y 


SOUMITRA GHOSH 


EF a 9 


time Баск ог not (the Chennai High Court 
stayed his appointment). What is clear is ^ ~ А 
that much of the confusion over the allot- Former BCCI Chief Jagmohan 


ment of broadcast rights began in his reign, Dalmiya: The buck stops with him 


and the man is still powerful (probably 
the most powerful individual) in India's cricketing establishment. 

The fight (and all that litigation) concerns the rights to cricket tournaments 
organised by BCCI (India cricket, for short). In 2004 BCCI called for bids. Zee 
Telefilms offered the organisation Rs 1,200 crore for four years, the highest bid. 
BCCI accepted Zee's offer, but the runner up ESPN STAR Sports, which had bid 
over Rs 1,000 crore, challenged the decision in courts arguing that Zee was not 
an eligible contender as per the bid conditions. In the middle of the battle, BCCI 
offered to invite the bids afresh. This time, Zee challenged the decision. BCCI 
argued that any case against it was not admissible in the courts because it was 
an independent body and was free to award the rights to whoever it deemed fit. 
This year, BCCI invited fresh bids under two heads: technical and financial. Zee 
presumed that it was a move to disqualify it and filed a new writ petition. The 
case is sub judice. This triangular fight between the three parties is estimated to 
have cost them more than Rs 10 crore in legal costs. 

Even as the courts decide on this case, India's state-owned broadcaster Prasar 
Bharti has set off a fresh round of litigation by insisting that all sporting events 
of “national importance” should be carried on it. Matters came to a head early 
last year when India toured Pakistan after a gap of 14 years. Ten Sports, by virtue 
of a Rs 50-crore deal with the Pakistan Cricket Board, had the rights to cover the 
event. The company was looking forward to make a killing in India when 
Indian courts ruled that it would have to share the feed for the event with the pub- 
lic broadcaster Prasar Bharati.Emboldened, Prasar Bharti tried to wrangle the feed 
for the IOC Cup (India-Sri Lanka-West Indies in Sri Lanka) that concluded recently 
(the rights were owned by Ten Sports). This time, the courts ruled against it. 
"Cricket acquisition costs have become prohibitive,” says Naveen Kumar, 
Director General, Prasar Bharti. "There is no point for us to invest millions of dol- 
lars for matches India won't play." "This is unfair business practice," says 
Sharmistha Rijhwani, Managing Director, Ten Sports. The matter is being 
considered by a Group of Ministers. 
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We add growth. 


The Sun. An integral part of human life on Earth. Asource of power that gives us energy. That brings light and w 
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Union Bank of India. Aray of light that emerged 87 years ago. ASun that rises higher each day - constantly anti 
your needs - innovating products and services that make for a shining banking experience. Exploring ways to 


customer satisfaction and service delivery. Forging relationships that evolve with time and technology. 
Because at Union Bank, the rising Sun adds life and helps your investment bear fruits. 


www.unionbankofindia.com 
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TAM Media Research, the first few 
days of the tournament garnered 
an unprecedented viewership of 
57.13 million with 100 per cent 
retention even during the ad breaks, 
And by inducting a women-com- 
mentator/hostess into what was 
until then a male preserve, the 
broadcaster managed to attract 
women viewers (some 36.5 million 
of them). Bottomline: SET MAX, the 
channel that aired the event, became 
the #1 cable and satellite channel in 
the first week of the telecast of the 
World Cup. It was at a distant 16th 
position a week before. The event 
not only helped it build a huge view- 
ership base, it also got to pocket 
over 95 per cent of the Rs 800 crore 
advertising revenue generated by 
sports in India that year. 

“Still, it's not only the broad- 
casters who benefit from an alliance 
with sports,” points out Gary 
Lovejoy, Chief Operating Officer, 
Zee Sports. If broadcasters make 
big bucks from advertising, the sport 
gets to reach people it otherwise 
wouldn’t have. “There is empirical 
data to support the fact that on-air 
popularity has helped various sport- 
ing events across the world redis- 
cover themselves on the grounds,” 
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says Harish Thawani, Executive 
Chairman, Nimbus Communi- 
cations. No wonder The New York 
Times called Tv the “big daddy” of 
sports when the symbiotic rela- 
tionship between the two took root 
in early 70s. 

It wouldn’t take a cerebral 
research analyst to understand that 
popularity of sports and broadcast 
business go hand in hand. “The 
reason why broadcasters make 
heavy investments into sports is 
because sports can easily strike a 
connect with viewers,” says Preeta 
Singh, CEO, PDM, a sports, events 
and entertainment marketing firm. 
Not surprisingly, FIFA managers 
have asked aspiring sponsors for 
the 2010 World Cup “to be ready 
with at least $125 million (Rs 550 
crore) budget”. Danny Jordaan, 
CEO, 2010 FIFA World Cup Bid, 
told reporters that it was not too 
high a price when “you are reach- 
ing 2.78 million stadium attendees 
and a television audience of 30 
billion in 209 territories”. Can the 
World Cup afford to reach so 
many fans without a broadcast 
platform? “Well, the question 
doesn’t even need to be raised,” 
says R.C. Venkateish, Managing 


Director, ESPN India. 

At another level, broadcasters 
can, by re-packaging sports events 
into for-Tv spectacles, popularise 
the spread of a particular sport. In a 
country like India, it’s a sort of vir- 
tuous cycle: TV popularises a sport, 
at least some people take up the 
sport, a fraction of that number 
actually makes it big fuelling further 
interest in the sport, sponsors rush 
in, the cost of broadcast rights 
shoots up, the sport becomes richer, 
and the cycle goes on. 

With a reach of between 30-50 
million households for sports broad- 
casts (depending on whether it is 
through the cable and satellite 
medium or terrestrial broadcast), 
India possesses the broadcast infra- 
structure to popularise sport. “The 
missing ingredient is marketing—a 
big idea to repackage hither-to bor- 
ing sports into exciting television 
events,” says Samir Kale, a sports 
marketing consultant. A start seems 
to have been made with the Indian 
Hockey Federation and the All India 
Football Federation signing deals 
with ESPN and Zee Sports. Who 
knows, one marketing success may 
be all that is needed to turn these 
sports profitable. m 
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An Integ «еа Approach, 





In the real world, management is not marketing management. п 
is not financial management, Nor is it operations management, 
or even human resource management. 
2 year, Full-time Program In the real world, managers must bring together and integrate 
» d ' their knowledge and skills in all these areas, if they are to be 
2006-08 effective. 
Designed with inputs from successful managers, the MBA 
program at the ICFAI Business School embraces this reality. While 
IBS students are taught marketing, finance, and other subjects 
the thrust of the program is on providing an integrated approac h 
to management. 
IBS does this by providing a carefully designed curriculum, 
structured into foundation, basic, functional and capstone courses. 
By making possible extensive interaction between IBS students 
and industry leaders, through seminars, conferences and guest 
lectures. And by making case studies, simulations, real-life projects 
and group assignments an integral and significant part of the 
MBA curriculum. 
In recent b-scbool surveys, IBS bas been ranked an 
business schools in India. More than 7200 IBS ¢ sium ni are 
pursuing succe ssful and challe nging careers at 0% 
organizations in India and abroad. 


ICFAI Business School 


Aspi re 


For more information and the IBSAT Bulletin (Rs, 200), please contact: N] 
Campus Programs Admissions Department (CPAD), " 

ICFAI, 45, Nagarjuna Hills, Panjagutta, Hyderabad 500 082 

Tel: 040-23435328-30, 45; Fax: 040-23435347/48, www.ibsindia.org 
E-mail: cpadhq@icfai.org 


BS Admission Test: December 19997005 at 200 test centers all over india. 


ICFAI Case Studies are available at www.icmr.icfai.org, Asia’s largest electronic repository of management cases. 


German National Day is commemorated every year ; жу 
on the 3rd of October, Business Today highlights . 
Germany-a Federal state very much like India. The. 


| roots of our friendship, however, date back far beyond 


- the late forties of this century. Germany and India have © _ 


since long been enjoying mutually beneficial trade and 
| economic ties but these relations got a new impetus in 


the beginning of the 1990s when India's economy | 
- began opening up to the world market. The bilateral 


| relations between India and Germany have grown 
closer over time. 


The business partnerships between Germany and 
“Indian companies, especially in the form of joint 

venture or subsidiary companies, are increasing year- 
, after-year. 


- Information Technology and telecommunication is one - 


| of the fastest growing industries. Chemicals, 
biotechnology and genetic engineering are yet another 
expanding sector, Financial services, insurance in 
| particular, equally offers vast scope for German 
-investments/collaboration. On the other hand, major 
| German industries of interest to India, include 
| machinery, chemical and pharmaceuticals, instruments 
| and apparatus, Precious metals, jewellery and coins 
| and metal and metal products. 


The Indo German Chamber of Commerce under the 
aegis of Fairs & More (India) Private Limited is 
‚ organizing trade fairs worldwide. Fairs and More is a 
new concept of the German bi-national Chambers in 
d Asia. Within the framework of this new service, the 
| IGCC organized Group Participations and Chamber's 
, Delegations to Trade Fairs. The main focus of the Indo- 
German. Chamber of Commerce is on import of 
| German products and services into India and guiding 
| local exporters to explore the small but highly 
` demanding German market. 


. Germany stands among the top five trading partners 
of India. Our bilateral trade - and in particular Indian 
` exports to Germany - increased considerably. Today 
Germany imports no longer only textiles or leather, 
| industrial goods and in particular pharmaceuticals 
keep i increasing their share. In recent years, Germany 
| has also been one of the preferred destinations for 
Higher Education by Indian Students. Education fairs 

- have been held with a resulting enormous increase in 
| the number of Indian students at German universities 


de. 4, 1.110, in: year 2002-2003, an increase of 24% 
-compared with the previous year. On the other hand, 


the number of German students at Indian universities 
is estimated at about 250. The prospects for increasing 
bilateral trade between India and Germany a are good 
for years.to come. 


Education the German Way 

Germany offers internationally recognised study 
programmes. Students can choose from over 500 
international degree programmes in a variety of fields 
such. as business administration, IT, engineering 
sciences, natural sciences etc. Students don't have to 
worry about the language barrier. In most of the 


programmes the medium of i instruction is English. "This 


apart, tuition fee is generally borne by the German 
taxpayer and not by the individual, i.e. а virtual 
scholarship for everyone. The country's excellence in 
the field of education i is well known. 


DAAD counsels foreign ыйы Бош. study and 
research opportunities in Germany. The effort over the 


‘past few years has been rewarding. The number of ' 
foreign students at German institutions of higher 
education has increased dramatically, as has the 


number of Indian. ‘Students, from à mere 1;200 in the 


year 2000 1 to 4249 in the winter semester of the year 


2004-2005. 


While studying, students are permitted to work both 
on and off campus for a maximum of 180 half days in 
a calendar year without a work permit. A legislation 
passed in 2005, gives international students the 
possibility to extend, their residence permit by five 
years, if they are able to find suitable employment in 
Germany 


DAAD grants scholarships to foreign students. The 
selection procedure for these scholarships is very 
competitive and only the best brains get selected. One 
can get details about the DAAD scholarships and 
Education in Germany by visiting www.daaddelhi.org. 
DAAD has been in South Asia for over 40 years. Both 
Germany and India have greatly benefited through the 
academic exchange. With the wave. of globalisation 
sweeping across the world, the need for globally 
educated professionals and academicians has become 
more and more important. For. more information 
contact info@daaddelhi.org or our offices in Delhi, 
Chennai, Mumbai, Bangalore, Hyderabad and Kolkata. 
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bt economy 


Deliverance, At Last 


The monsoon delivered when it mattered. This sets the stage for high economic growth. 


and then delivered. The mon- 

soon this year displayed greater 
volatility than even, perhaps, the 
stock market. It started on a false 
note, arriving a little late and then 
did little in the first month, setting 
off alarm bells. The country wit- 
nessed a 15 per cent deficit in rain- 
fall during June this year. This 
changed in July; by the end of that 
month, the country had registered 
15 per cent excess precipitation. 
There was deficient rainfall again in 
August. The overall deficiency: 17 
per cent. And facing the brunt of the 
deficit was North India. Uttar 
Pradesh, Haryana, Punjab and 
Himachal Pradesh experienced 42 
per cent, 68 per cent, 46 per cent 
and 50 per cent shortfalls, respec- 
tively, in August. The monsoon in 
the rest of the country has been 
normal to marginally deficient. 

Fortunately, these sharp crests 
and troughs in this year’s rainfall 
graph have not affected the kharif 
crop too much. July is the sowing 


I: ALARMED, ONLY TO DECEIVE, 





Golden harvest: Agricultural production is expected to grow 2-2.5 per cent 


season in most parts of the country, deficit in the northern states is unli- 
and plentiful rains that month ensu- kely to hit crop production as these 
red that sowing got off to a good areas are highly irrigated, and, there- 
start. And the best news is that the fore, extremely well prepared to 





Out Of Fisc? 


Not really. Too much is being made out of fiscal deficit. 


Г INDIA'S FISCAL DEFICIT SPINNING 
out of control? A senior RBI official 
says the combined fiscal deficit of 
the Centre and the states is at 8.3 per 
cent. The fiscal deficit for the April- 
July 2005 period has already touched 
51.3 per cent of the Budget estimate 
for the whole of 2005-06. This is 
much higher than last year’s figure of 
37 per cent. And the government 
hasn’t even begun implementing the 
obscenely expensive National 
Employment Guarantee Scheme. 
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But there’s reason for optimism 
as well. Revenue receipts have grown 
25.5 per cent in the first four months 
of 2005-06, against the Budget esti- 
mate of a 21.6 per cent rise. The 
revenue deficit, at 18.7 per cent, is 
also slightly less than the budgeted 
figure of 19.8 per cent. Revenue 
expenditure, however, remains a | 
problem, and has grown at 19.3 per \ 
cent compared to the Budget esti- | 
mate of 16.1 per cent. 

But this is where an accounting ЕМ Chidambaram: Should he worry? 





HONIS W3QNI! LIIWNS 


deal with the wrath of a delin- 
quent rain god. 

No wonder the frowns have 
been replaced by broad smiles at 
Krishi Bhavan. Agriculture Ministry 
officials are forecasting total food- 
grain production of 220 million 
tonnes this fiscal, compared to 210 
million tonnes in 2004-05. Analysts 
say agriculture as a whole will 
grow 2-2.5 per cent in 2005-06. 
“With industry expected to grow at 
8.2-8.5 per cent this year, the СОР 
growth for this fiscal could well be 
anywhere between 7.2 per cent and 
7.5 per cent,” says Saumitra 
Chaudhury, Economic Adviser at 
credit rating agency ICRA. 

Interestingly, and contrary to 
conventional wisdom, good 
monsoons and, hence, agri- 
cultural growth seem to be losing 
their direct correlation with indus- 
trial buoyancy. The proof: the coun- 
try was ravaged by drought in 2002- 
03 and agriculture recorded a neg- 
ative 7.2 per cent growth. Yet, man- 
ufacturing grew by a healthy 6.9 
per cent the following year. 

But thankfully, economists and 
statisticians won't get to check out 
the veracity of that this year. 

ASHISH GUPTA 


practice plays a crucial role. Last 
year, state governments repaid 
around Rs 25,829-crore loans to 
the Centre. The figure came down to 
only Rs 2,283 crore this year as the 
12th Finance Commission resched- 
uled the remaining loans of state 
governments for 20 years. This non- 
repayment of debt is adding to the 
fiscal deficit. If this is factored out, 
the fiscal deficit for the first four 
months of 2005-06 works out to 
Rs 8,552 crore compared to Rs 
7,493 crore in the corresponding 
period last year. That's a growth of 
about 14 per cent—not very good, 
but no cause for alarm either. 
ASHISH GUPTA 





The Return of Regulation 


With crude oil prices skyrocketing and little hope of 
raising retail prices, the government reverts to the 
practice of issuing oil bonds. 


UCCOUR IS AT HAND FOR 
domestic oil companies, at 
last. The government has deci- 
ded to issue two tranches of 
high-value oil bonds, ro dig 
these public sector units out of 
a hole that it had itself dug 
for them. The government 
had little choice in the matter: 
under-recoveries (officialese 
for losses from the sale of 
petrol, diesel, kerosene and 
LPG at less than their cost of 
production) for these 12 com- 
panies is likely to touch a mas- 
sive Rs 40,000 crore in 2005- 
' 06, compared to Rs 20.000 
crore last fiscal and Rs 9.900 
crore the year before. It had 
two options: raise retail prices of petroleum products, as was 
being demanded by the oil majors, or compensate them through oil 
bonds. The first option, though economically logical, was politically 
untenable because of Left opposition. The result: Union Petroleum 
Minister Mani Shankar Aiyar chose to revive the oil bond. 

The first, the Rs 5,762.85-crore Oil Companies’ Government 
of India Special Bonds 2012, notified on September 9, 2005, ıs 
actually the outstanding amount left over from the oil poo! account, 
which was done away with on April 1, 2002. That was also when 
the administered price mechanism was partially dismantled. In that 
sense, this move does signal a reversal of economic reforms and a 
return to a command system. Indian Oil Corporation, the largest 
beneficiary, will receive Rs 2,320.8 crore, followed by BPCL, which 
will get Rs 1,044.06 crore. Others will receive various amounts 
depending on the extent of their outstandings from the erstwhile 
oil pool account. These bonds can be encashed in 2012 when they 
mature, or can be sold to financial institutions or banks if these com- 
panies face an immediate requirement of funds. 

The second tranche of Rs 10,000-15,000 crore will be 
released only after it receives the parliamentary seal of ap- 
proval. This can happen only after the winter session of 
Parliament, which starts in November. Details of tenure and in- 
terest rate have not yet been finalised. The relief offered is still 
way short of the losses suffered, but half a loaf is better than no 
bread. And given their precarious financial state, the oil com- 
panies will happily settle for that. 8 


Petroleum Minister Aiyar: Old tactics 


ASHISH GUPTA 
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GRAPHICS BY PINAKI PAUL 


Penny Wise 


You can earn loads of money by investing 
in low-priced stocks. ASHISH GUPTA 


IG IS BEAUTIFUL. IT’S THE 

defining mantra of our 

times, almost. Big com- 

panies, big profits, big 

market caps, big 
salaries and big returns on big 
investments. But buying big name 
stocks at this stage—with the BSE 
Sensex ruling at above 8,000—is 
expensive and fraught with risks. 
If the size of your corpus is 
Rs 40,000-50,000, it’s best to 
invest in mutual funds. Alter- 
natively, if you’re willing to take 
the risk, you could invest in penny 
stocks—stocks that cost less than 
Rs 20 per share, according to BSE’s 
definition—or other low-priced 
stocks, which though not techni- 
cally penny stocks, will suit those 
with low budgets. 

Jay Sinha, Associate Vice 
President (Research), Kodak 
Securities, adds a second caveat: 
“Cheap or penny stocks are not 


Net Sales (Rs crore) 
PAT (Rs crore 

EPS (Rs 

P-E Multiple 

Stock Price (Rs) 


Market Cap (Rs crore) 
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LG Balakrishnan & Brothers 


necessarily good stocks. 
But that’s not to say that 
there are no jewels to be 
found among the pennies.” 
Adds Sandeep Neema, Fund 
Manager at JM Financials: “But 
check out the company very care- 
fully before investing.” 

Listed below are five low-priced 
stocks that are likely to give 20-30 
per cent returns over the next six 
months to a year. 


Varun Shipping 

The company, which plans to 
acquire three more liquefied petro- 
leum gas vessels by November 
2005, is all set to become the 
world’s second largest fully refrig- 
erated mid-sized carrier, with a fleet 
strength of 19. Since LPG freight 
rates have remained stable com- 
pared to crude freight rates, analysts 
expect the company to earn a net 
profit of Rs 154 crore in 2005-06 


Maral Overseas 





compared to 
Rs 81.68 crore in the previous fiscal. 
Its stock, which is currently trading 
at Rs 55.65, is likely to touch Rs 75 
by next September. 


Centurion Bank 

It is emerging as one of the fastest 
growing retail-focussed banks in 
India. It is already among the top 
three players in two-wheeler 
financing and among the top 10 in 
the financing of commercial vehicles 
and construction equipment. 
Moreover, its recently announced 
merger with the Bank of Punjab 


Varun Shipping 


Mysore Cements 


yvy 












will give it greater access to low- 
cost deposits, enhance its retail 
“franchise, broaden its footprint 


and give it scale to grow even. 


faster. Analysts expect the stock, 


_ which is trading at Rs 19.40 


(September. 12), to jump 30 per 
cent in three months. 


Maral Overseas 

This LNJ Bhilwara Group com- 
pany is the country’s largest verti- 
cally integrated knitwear com- 


jy... pany. Its clients include London- 


. based retailer Marks & Spencer 


“canda host of other smaller com- 


. panies in the West to whom it 
supplies cotton yarn, knitted fab- 
rics and sweaters. Analysts believe 
it will be a major beneficiary of the 

lifting of textile quotas. Maral 


shares, which are quoting at ` 
Rs 59.75, are expected to rise 30 : 


per cent over the next six months. 


LG Balakrishnan & Bros 
< This auto ancillary company, 





chains, is considered a good buy 
by analysts at Rs 39.10. Following 
its acquisition of Bangalore-based 
Apten Forging, it has emerged as 
a tier-II supplier to Visteon and 
Delphi. Within India, its clients 
include Mico, Lucas, Tvs and 
. Sona Steering. The company is 
expected to post strong numbers 
over the next few quarters. Most 


analysts see the stock apprecia- «|. 
ting 20-30 per cent over the next 


six months. 


Mysore Cements 


The cement industry, which is^ ^ 


projected to grow at 9 per cent 
over the next two years, is expec- 
ted to see some consolidation 


during this period. And Mysore . 
Cements, with a capacity of more ` 


than two million tonnes, is consi- 
dered ripe for takeover. Analysts 
expect its Rs 36.60 share (Septem- 


ber 13) to rise 20 per cent over the | 


next six months. 


President, Karvy Stockbroking: “The worst is over for the company and 


‚ MOST MONEY MANAGERS EXPECT À 25 Lookin 1 Attractive 
2 basis point hike in interest rates in. 


which produces automotive - (Fixed сон). ING Vysya. Mutual | р 























Buy HLL for a gains 


if you havea longer-term investment horizon. бае Ambreesh h Bal liga, Vic 


expect to see robust topline growth and improvement in margins. Our - 
recommendation for those with a horizon of more than one year: buy" So, 1 
if you can wait fort more than a year, go ahead. E 

MAHESH NAVAR : 


Time to buy short-term debt papers 


the Reserve sary o of. ndia's mid- g 


Fund: "The market has: already dis- | 

counted a rate hike of 25 basis. points. Therefore, investments in short 
funds at the current. levels are safe.” The three-month Treasuty- 
quoting at Rs 98.96, while the six-month Gol 2006 bond is priced 
Rs 97.79. These are good investment options. Even those who do пої. | 
а rate hike feel. its the right time to invest in shortterm debt. Since the: mat 
kets have already discounted a rate hike, bond prices will rise i if the hike: does — 
not materialise.The expected annualised returns: 6.10 per cent. 


MAHESH МАЖА S 
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Pharmaceuticals 


Read The £ 
Prescription © 
Carefully = 


of companies. Some, like Ranbaxy Laboratories 
and Dr Reddy's Laboratories (DRL), compete 
against giant multinationals in the generics space in 
developed markets; others, like Divi’s Lab and Shasun 
Chemicals, have emerged as contract manufacturers 
for Big Pharma. So, one has to follow a stock-specific 
approach to investing in the sector, which has a price- 
earnings (P-E) multiple of 33.87 (for 211 listed companies). 
Ranbaxy, India's largest domestic pharma com- 
pany, posted terrible results for the second quarter 
ended June 30, 2005 (it follows the calendar year). Its 
stock price (see graph) has also moved sideways in 
the last one year, giving zero gains for the investor. 
However, DRL fared better. After a horrible 2004- 
05, during which its net profit plummeted 91 per 
cent to Rs 21.1 crore from Rs 247.4 crore, it has been 
able to recover partial ground in the first quarter of 
2005-06. But Ranbaxy and DRL are uncertain bets as 
"their numbers do not justify their valuations", says an 
analyst with a leading Mumbai brokerage. Their future 


PILL BOX 


Apr-June '05 % change? Aurobindo Pharma 


É ik HE INDIAN PHARMA SECTOR PRESENTS A MIXED BAG 








Stock figures are BSE closing prices in Rs and have been adjusted for splits and 
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Figures are in Rs crore except EPS, which is in Rs, and P-E multiple MN the previous year's corresponding quarter 
ses 


DM 


Despite short-term problems, pharma companies look good for long-term investments. 


depends on how fast they can come up with new 
products for the export markets and on the fate of law- 
suits in US courts (Ranbaxy's legal challenge of Pfizer's 
Lipitor and Merck's Zocor patents are still pending). 

Several mid-cap pharmaceutical stocks, however, 
look attractive. Orchid Pharmaceuticals, which recently 
received approval from the us Food and Drug Authority 
for three drugs, is targeting a turnover of a billion 
dollars (Rs 4,400 crore at the current exchange rate) by 
2010. The stock looks attractive at Rs 370 (P-E multiple: 
35.42). Aurobindo Pharma, which has shifted its focus 
from active pharmaceutical ingredients to formula- 
tions, is also a good buy at Rs 363.60 despite its high 
P-E multiple of 81.28. 

We've selected four stocks. But there are several 
other winners in this sector. Hint: look for companies that 
focus on R&D and boast strong product pipelines. They're 
the ones most likely to reap golden harvests. And despite 
short-term problems, the overall outlook for the sector 
remains bullish in the long term. 

SAHAD P.V. 


Apr-June '05 % change* Orchid Chemicals 
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' How To Become A Millionaire By 


` Invest in systematic investment plans and watch your savings grow exponentially. 











if you invest Rs 5,000 a month every month for 21 years in an SIP your capital 
(Rs 5,000 x 12 months x 21 увагѕ = Rs 12.6 lakh) will grow like Jack's bea 
The following comparative chart tells you why it's better than other forms of 














through to Kaun Banega Crorepati? Take heart. 

There are other, more viable options of making 
big money. And becoming a millionaire within 15 
years is not as difficult as you thought. You can main- 
tain your current lifestyle and still save a fortune. 

Did you know that you'll have well over Rs 28 lakh 
after 15 years (assuming 14 per cent compounded 
returns per annum) if you save only Rs 5,000 every 
month in systematic investment plans (51р)? As the 
name suggests, the secret of success lies in making regu- 
lar—monthly or quarterly—investments in mutual funds 
(MES) that offer this scheme. A caveat: the returns are not 
guaranteed; but during the 1980-2004 period, the stock 
market has given average returns of well over 15 per cent 
per annum. And empirical data shows that over long 
terms, investments in equity give better returns than 
any other instrument. If you put aside 
Rs 5,000 per month in sips for 21 years, the power of 
compound interest will take your corpus to Rs 89 lakh 
(again assuming a compounded growth rate of 15 per 
cent per annum). So, the earlier you start the better. If you 
are wondering how a sum of Rs 12.6 lakh (Rs 60,000 per 
annum x 21 years) can grow to Rs 89 lakh at the end of 21 
years, the answer is simple: compounding (see graphic). 

“It creates real value,” says Saurabh Sonthalia, 
Executive Vice President, psp Merrill Lynch Fund 
Managers. “Regular investments reduce the cost of 
acquisition and works wonders even in a relatively flat 
market,” says Nilesh Shah, Chief Investment Officer, 


A RE YOU SULKING BECAUSE YOU COULDN'T GET 


~ Prudential ICICI AMC. As volatility gets factored out over 


DSP Merrill lynch 
Equity Fund 






Group company. Чоё 
the stock market So te 8 


pse Merrill We and Bajai 
and launched a Super si 
insurance cover along with the sir. $ 
in Rs 10,000 every month for 11 
roughly about Rs 20 lakh (at 10 per ce 
return per annum) by the end of the 10th: 
life cover of Rs 20 lakh during that period 
bid, if the investor dies during the period, his 
receives the insurance cover along. with the 
on the sip. Others also have similar schemes. 
Which one you choose will depend o 
requirements and goals. A word of advice: € 
homework well, shop around and check out 
four or five such schemes before deciding on « 
all, it’s your hard earned money that's at 
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Stretch Your Savings 
Make the most of Section 80C. 


HIS YEAR’S BUDGET GIVES YOU. THE FREEDOM TO 
choose your investment options. You can 
invest up to Rs 1 lakh per annum in any 
approved instrument(s) and claim tax exemption on 
the same. But how do you extract maximum bene- 
fit from this? 
Returns are a function of risk. "People at 
lower income levels should. not go in for high 
risks," advises Vikas Vasal, Senior Manager at 
accounting firm BSR and Co. The one instrument 
that everyone should d necessarily i invest in is life 
: | EM “insurance. Provident 
What s Allowed Fund (PF), Public 
Provident Fund (PPF) 
and Post Office 
‘schemes, which give 
6-8 per cent returns, 
offer security and tax 
exemption. National 
Savings Certificates 
| (NSCs), which double 
your money every 84 
months, are another 
.. good option. A pen- 
| sion plan linked 
о debt instruments 
like Central and state 
government bonds is 
also very attractive. 
These give 8 per cent 
returns and provide 
a regular income 
after 10-30 years. 
The scenario changes for people with high 
_ incomes. Life insurance, PFs and pension plans are 
| critical for this. segment, too, but financial plan- 
ners advise this group to also invest in certain 
mutual funds like 581 Mutual Fund, India Magnum 
or General Insurance Company Mutual, which are 
tax exempt under Section 80C. Unit Linked 
Insurance Plan (ULI) and Equity Linked Saving 
Scheme (EESS) are also exempt under Section 80C 
and can give returns that may vary between 10 per 
cent and 50 per cent. us 
Ном should you allocate your resources between 
uw ents? That depends on your risk 
; appetite. and investment goals. But the bottom line: 
_ savings have become a jet easier. And the time to 
so starts now. | 




































AMANPREET SINGH 
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Value-picker's Corner ' 
^ - Looking Good | 
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DEEPAK FERTILISERS & PETROCHEMICALS =i ^ М 
CORPORATION (DFPCL); Rs 102 


DEEPAK FERTILISERS & PETROCHEMICALS CORPORATION | 
(DFPCL), which manufactures chemicals like ammo- 
nium nitrate, methanol and nitric acid, offers value for 
money. Its profit after tax for the first quarter of 2005- 
2006 jumped 71 per cent to Rs 22.62 crore against 
Rs 13.20 crore in the previous corresponding quarter, 
while revenues rose 23.5 per cent to Rs 138.27 crore 
from Rs 111.96 crore, implying an improvement in 
margins. Research houses like Sharekhan and KR 
Choksey say the stock is a good investment for the short 
term as well as long term. 


SAHAD Р.У, 





Trend-spotting 
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Figures are BSE closing prices in Rs 
W Bharat Forge W MM Forgings — WllAmforge W Sundram Fasteners 
INDIAN AUTOMOBILE COMPONENTS COMPANIES АКЕ ОМ THE 
prowl. Globally! Amtek India has bought out the. UK- 
based SigmaCast Group, and Bharat Forge has acquired 
US-based Federal Forge and German auto components 
firm CDP Aluminiumtechnik. Within the country, 
Raymond took over Ring Plus Aqua in July. Can retail 
investors benefit from this trend? Alpa Shah, who 
tracks the automobile industry at Khandwalla Securities, 
says they can, "but only in the long term". The stocks to 
look out for: Bharat Forge, MM: Forgings, Sundram 
Fasteners and Amforge. m 

KRISHNA: GOPALAN 








Most women who aspire to reach the top, start with... 


Being self-driven 


Being empowered 


An inspiring employer... 


...Anand. India's front-line manufacturer of automotive components and systems. 


For two years consecutively, it has 
been rated among the top 25 'Great 
Places to Work' in India. 


And what drives Anand is the 
commitment to nurturing its people. 
Education and development are an 
integral part of the group culture 
and its people are provided various 
opportunities, including exposure to 
international practices through 
secondments to its global partners 
besides world-class knowledge and 
skills at 


Anand-U. 


its corporate university, 


Reshma Krishnan, Manager - Finance & 
Treasury, Anand Automotive Systems 
and an MBA from ISB, Hyderabad, says, 
"the empowerment | enjoy at Anand, 
helps me take important decisions 
that directly affect the company's 
growth. The Group also cares about 
individual development, something 
that has helped me achieve my goals 
both professionally and personally.” 

We require: 

Women professionals in finance for our 
locations in Pune, Nashik, Chennai, Hosur, 
Gurgaon and Parwanoo. 


Job Profile: 

Will be responsible for accounting and 
finance at company/plant level 
Eligibility: 

Chartered Accountants below 35 years 
with 5-year work experience. Wome 
who are qualified Cost Accountonts 
Company Secretaries may also apply 
Please forward your CV along with 
photograph within 15 days to 

Geeta Nanda, Executive Assistant to the 
Chairman at: 
g.nanda@anandgroupindia.com 

For more on Anand, visit: 
www.anandgroupindia.com 








» Sales Rs.18 billion > 17 companies > 5,300 employees > 10 JV partners > 11 TLs > 37 plants in 8 states 
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Baring's Karan (L) and Carlyle's Parasuraman: Handholding of investee companies satisfies their entrepreneurial urges 


PRIVATE EQUITY JOBS 





senior Managers' Gold Rush 


The booming private equity market in India is making senior managers across 
industry give up their 9-to-5 jobs and seek the heady, and much more lucrative, 
business of investing and growing young companies. AMANPREET SINGH 


VEN TILL A COUPLE OF YEARS AGO, IF YOU RETIRED AS 

a CEO, were suffering from never-made-it-to-the- 

corner-room blues or plainly itching to do *some- 
thing else’ with your still-far-from-over working life, all 
you could do was twiddle your thumbs or gnash your 
teeth and stay put where your were. And if you did call 
it quits, the best one could manage was to try to be ‘pro- 
ductively engaged' in being either an independent 
director on the board of a nondescript company or a 
stand-alone management consultant, neither of which 
was very rewarding, financially or otherwise. 

Well, all that is changing fast with the private equity 
(PE) and venture capital (VC) industry booming in the 
country. Today, senior managers across industries have 
the option of becoming a kind of consultant, entrepre- 
neur and investment banker, all rolled into one, with any 
of the dozen or so PE and vc firms in the country. 

India is mirroring what has already been happening 
in developed markets, such as the us, for some time 
now. Jack Welch, the legendary CEO of General Electric, 
is now a special partner at PE firm Clayton, Dubilier & 
Rice. And Louis Gerstner, current chairman of private 
equity major Carlyle Group, was the Chairman & 
CEO of IBM. “It’s a perfect marriage with private equity 


firms needing talent and professionals getting variety (in 
career),” says Rahul Bhasin, Senior Partner, Baring 
Private Equity. And if Jack can do it there, so can 
India Inc's Vivek Paul, ex-President and СЕО of Wipro 
Technologies, who joined Texas Pacific Group, and 
Akhil Gupta, former CEO Corporate Development, 
Reliance Industries, who is now with Blackstone 
India as Senior MD and Chairman. “In a vc envi- 
ronment, a professional’s entrepreneurial instincts 
come to the fore and, more often than not, even the 
money is better,” says Arun Natarajan, founder and 
CEO of Venture Intelligence India, a company that 
tracks VC investments in India. With close to a fourth 
of the profit pie earmarked for partners, it is little 
wonder that hordes of senior managers are finding the 
PE and vc lure hard to resist. And what’s best, PE and 
VC stints make sense for most senior managers and 
marquee names in the corporate world. 


A Professional And An Entrepreneur 

“You get to put your money where your mouth is, lit- 
erally,” says Karthik Ranganathan, an investment con- 
sultant who left management consultancy KPMG to 
join Baring Private Equity in October 2004. He is 


With the private equity and venture capital industry 
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ICICI's Variyar (L) and BVP's Sridharan: Diversity at workplace and big bonuses are the industry < 


right, for РЕ is the closest a professional can get at being 
an entrepreneur, without starting his own company. “It 
is about becoming a mentor, as well as the chairman, by 
focussing on strategic thinking,” explains Vishal Nevatia, 
CEO of Gw Capital, a PE firm. 

*One of the most important things for me in join- 
ing this industry was the opportunity to interact with 
entrepreneurs," says Ajeet Singh Karan, former President 
& CEO of Karamchand Appliances (better known for its 
mosquito repellent brand, All Out, bought over by sc 
Johnson). The 39-year-old got his first taste of entre- 
preneurship when he joined Hindustan Lever Limited's 
(HLL) animal feeds division in Nagpur way back in the 
90's. “It was run like a profit centre and it changed my 
thinking completely," says Karan. After Karamchand, 
Karan found joining Baring Private Equity in 
September 2005 a natural extension of his unique 
blend of professional-entrepreneurial career. “1 already 
know how to get into the mind of the Indian 
entrepreneur. How to truly value a company is some- 
thing I will learn here,” says Karan. 

While Karan was chasing his entrepreneurial 
instincts, Mahesh Parasuraman looked at a PE career for 
very different reasons. While working at Ernst & 
Young in Bangalore, Parasuraman was constantly hop- 
ping to structure one deal after another, with hardly any 
time to delve deep into any one company. “Being a PE 
investor, you have to travel the whole life cycle with 
patience to help your portfolio grow,” says 
Parasuraman, who joined as Senior Associate at Carlyle 
Asia Venture Partners in September 2004. With stakes 
linked to exits, which often take four to six years, 
attrition levels at most PE and vc firms are very low. 
Teams, once formed, tend to stay together. 





Not Just For Beancounters 
Thought a PE or vc career is only for the financial 
types? Think again. Take the case of Anand Sridharan, 
31, an associate at VC firm Bessemer Venture Partners 
(BVP). A chip designer at Intel in Santa Clara, Us, 
Sridharan worked with McKinsey in Mumbai before 
joining BVP in April 2005. “I like to see direct results of 
my hard work in black or white," says Sridharan 
With BVP focussed on being a technology-oriented vc, 
Sridharan leverages his Silicon Valley experience in 
making financial decisions. With РЕ and vc firms hunt 
ing for companies with huge growth potential, just 
about every skill set—from banking, retail, media, 
pharmaceutical, transportation to IT —is in demand 

For finance professionals like Sudhir Variva: 
Director Investments, ICICI Ventures, even though 
joining a PE is an obvious choice, what carries them 
through is the sheer variety in the PE and vc workplaces. 
With colleagues such as Bala Deshpande, who comes 
from the retail industry, and Alluri Srinivasan, from the 
pharmaceutical industry, Variyar finds sticking to one 
place in PE much easier than his earlier stints in invest 
ment banking, lending, credit rating and analysis. “! 
thoroughly enjoy conversations with promoters, for you 
are looked at as a partner," says Variyar. 

But even PE jobs have their share of frustrations 
It is easy to bet on a wrong horse, investments may 
not prove profitable for a variety of reasons, including 
a lack of exits. “You have to have a stomach for 
the ups and downs," says Sandeep Singhal, MI 
WestBridge Capital Partners, one of the early movers 
into the PE domain after stints with HLL and Boston 
Consulting Group. In other words, a РЕ or ҮС job 
not for the fainthearted, slacker or escapist. 


—. booming, senior managers are spoilt for choice 
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COUNSELLING 





I'm a 30-year old computer engineer from а tier-II engineering 
college. | have five years of experience in start-ups, mostly in 
the area of building no-frills computer networks and 
e-governance. But | see people with no experience but bet- 
ter qualifications earning more. What courses can | pursue 
to upgrade my skills? And how do | zero in on better start- 
ups, such as, say, ones started by IITians? 

If you do not want to be caught in a rut doing the same 
monotonous job for the rest of your life, then you 
should go in for a master's degree, better still if you can 
do it from one of the irrs. The other option is to do an 
MBA or an MS course, either in India or abroad. Either 
way, you will be well qualified to opt for jobs you like 
and that have a future. If you do not upgrade your skills, 
it is most likely that you will be stuck in a dead-end job, 
like the ones you have been doing for the past five years. 
As for zeroing in on better start-ups, you have to keep 
yourself well informed. So, browse the net, read news- 
papers (and this magazine, of course) and glean infor- 
mation from friends working in a similar field. 


| am a B.Com (Pass) second-year student and am prepa- 
ring for CA (PE-II) in November 2006. However, | have 
heard that the pass percentage of CA is very low. If | fail to 
clear the second semester in two attempts, that is by 
November 2007, what other options are there for me to 
acquire a good qualification, besides MCom, ICWA and 
MFC, to get a good job? Can | make a career as a financial 
analyst after doing a PG diploma in financial planning or in 
global strategic management? 

It is true that CA is a tough nut to crack and the per- 
centage of students who make it every year is low. But 
at the same time, that does not mean that it is not 
doable. There are many successful persons in this field 
for you to emulate. If you are hardworking and a 
good student, you have nothing to worry about. But it 
is always pragmatic to have a backup plan. As you 
are also interested in becoming a financial analyst, 
after graduating you could do an MBA from a premier 
institute like one of the IIMs and top it up with a CFA 
programme. That way you will be well armed to pur- 
sue a career of your liking. 


HELP 
TARUN! 


| am a 28-year-old marketing manager working for the past 
five years in a leading multinational FMCG company. The job, 
so far, has been satisfactory. Recently, however, the company 
suffered some losses because of a couple errors on my 
part. Should | quit? What are the opportunities in the sector, 
especially in the rural markets? 

All of us, including great leaders, make mistakes. If the 
company has not asked you to leave, then you should 
apologise, get on with your work and make sure that 
your achievements overshadow your failures and the 
company recoups the losses incurred because of your 
errors. However, if you think that this episode might be 
held against you in the future, then it is time to look for 
another job. Having said that, you should not quit 
just because you are feeling guilty or foolish. But if you 
are intent on quitting, then you could explore the 
consumer products sector, both durables and non- 
durables, especially brands with a heavy rural mar- 
keting focus. Other rural marketing opportunities 
include the automotive and farm equipment sectors. 


| am a 24-year-old engineering student. My father is also an 
engineer and it was on his insistence that | decided to pur- 
sue engineering though | was not interested in it. I've always 
wanted a career in the management field. I’m thinking of quit- 
ting the engineering course. What would you advise? Should 
| quit and apply for an MBA course, or should | get some work 
experience first? 

First, you cannot pursue an MBA before you have com- 
pleted your graduation. Second, if you are 24, then you 
must be about to complete your engineering degree. So 
why let all the hard work go to waste now? Make the 
best of the situation. After completing your engineer- 
ing, apply for an MBA from a good institute. An engi- 
neering degree coupled with an MBA will be a great asset 
when you join the job market. So stop ruing your sit- 
uation as you cannot anyway just quit midway and 
apply for an MBA course. I would recommend quitting 
the engineering course only if you have two more 
years to go before you complete your degree. In that 
case, you have the option of pursuing a bachelor's 
degree in some other subject. 


Answers to your career concerns are contributed by Tarun Sheth (Senior Consultant) and Shilpa Sheth (Managing Partner, US practice) of HR firm, 
Shilputsi Consultants. Write to Help, Tarun! c/o Business Today, Videocon Tower, Fifth Floor, E-1, Jnandewalan Extn., New Delhi—1 10055. 
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' Corporate Jobs 
For Social Grads 


Social science graduates are in great demand. 
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Te TATA INSTITUTE OF SOCIAL SCIENCES (TISS) SAW 

some unlikely recruiters this year, quite apart 
from the bevy of non-governmental organisations 
that usually throng its Mumbai-based campus. The 

i need to keep their corporate social responsibility 
(CSR) endeavours in fine fettle made some of the 
marquee corporate names like Infosys, ICICI Bank, 
Dr Reddy's Labs, L&T, Sundram Fasteners and Tata 
Steel pick up Tiss graduates, starting at Rs 15,000 per 
month, and, in some cases, going as high as 
Rs 50,000 per month. 

It’s the same happy story across most other 
social sector institutes such as Jamia Milia Islamia, 
Delhi, and Loyola College of Social Sciences, 
Trivandrum. With most social institutes specialising 
in women and child welfare, AIDS awareness, or 
micro finance, something right up the CSR alley, it’s 
becoming a win-win situation for both students 
and companies. The trend has become so popular 
that TISS is even introducing, starting the next aca- 
demic year, a new module on CSR in its Master's 
Programme on Social Enterprise. Demand creating 
its own supply, it would seem. 

SUPRIYA SHRINATE 





Twice as large. 


Monsterindia gets 111% more unique 
visitors than its nearest competition. 


*comScore Media Metrix July 2005 





Hyderabad Is 
still Cyberabad 


Need a new IT or ITES job? Head for Hyderabad. 


HANDRABABU NAIDU MAY NO LONGER BE ITS CHIE! 

Minister, but Andhra Pradesh's (AP) capital seems 
to have lost little of its rr and rres sheen. For what could 
| explain the city-based ITES company TransDyne I1 
Services’ path-breaking attempt to enter the Guinness 
Book of World Records endeavour with the 
TransJobathon-05, a 100 hour round-the-clock, non- 
stop recruitment marathon last week to induct 400 peo- 
ple for medical transcription, anyone from a trained 
doctor to a high school drop-out? 

For those not impressed by TransDyne’s ‘gim- 
micks’, here are more serious figures. “By the end of this 
fiscal year, we plan to get at least 50 new (IT & ITES) 
companies to set up base here (of this, 20 are in the 
pipeline),” says Ratna Prabha, ar's IT and 
Communications Secretary. Well that’s about one new 
company every week in Hyderabad. The state govern 
ment is keen to get the 12 million square feet office 
space trebled in the next three to four years. 

With existing players such as HSBC ramping up 
their Hyderabad operations and new ones such as UBS 
and Amazon setting up shop in the city, almost 50,000 
| new jobs are expected to come up for IT & ES pro 
| fessionals in the next one year alone. Bangalore, here 
| comes Hyderabad, once again. 





E. KUMAR SHARMA 
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Hyderabad calling: Giving Bangalore a run for it 
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Over 1,50,000 job opportunities. 6000 companies. 












QUALITY ASSURANCE MANAGERS 
SumTotal Systems India Ltd. 
Provide essential support to team to ensure the quality of the 
product, work closely within the team and across teams, 
‘understand the functionality of entire product, can take 
ownership of the team, and allocated features of the product, 
etc. : 

Experience: 4 - 7 years 

Job Code: 34217037 


SSISTANT MANAGER - 
ata Pharma Ltd. 

b.involves analytical method development, method 
alidation, calibration, and analysis of stability samples. 
Xperience: 5 - 7 years 






ADL 


ROGRAM MANAGER 

ormation Systems Resource Centre Pvt. Ltd. 
ill lead the transfer of embedded software development 
ojects and support activities from existing Otis organizations 
SRC-E, including establishing all necessary infrastructure 
ch as labs and testing facilities. 
xperience: 5 - 7 years 
b Code: 32757358 


AD ADMINISTRATION 
eliance Industries Limited 
ide monthly MIS on various activities to » help develop 
bility for anticipating major requirements, call for quotes to 
better rates, setup a budget tracking mechanism to 
kexpenses (ho & field) on monthly basis, etc. 
xperience: 10 - 15 years 
Code: 33775117 


IEF CHEMICAL ENGINEER 

ata Chemicals Ltd. 

lentify and. implement new. areas of cutting edge CPI 
chnologies especially in the fields of biotechnology, 
anotechnology, natural products, and specialty chemicals. 


rience: 10 - 15 years 
ode: 29852081 


chnical leadership i in the area of testing, provide 

perspective for the recruitment strategy, review and 

QA staffing needs as the project progresses, setup and 
reer ae for every QA Engineer, etc. 


^ fe — 
a the top employers. 


Vormen bates ш, 1 Jobsite. Post your resume for 
and get noticed hy India's top employers. 


SENIOR MANAGER - SERVICE. | 
DEVELOPMENT AND DEPLOYMENT 
Videsh Sanchar Nigam Limited 
Manage MultipleSDDM and allocate proper resources, cost and 
timeline for the services deliveries asper the business plan and 
manage multiple BU requirement, detailed understanding of 
CRD/Product note/Service Specifiche, ete. 

Expetience: 10 - 12 years : 

Job Code: 33911683 


CONFIGURATION MANAGER 
BrickRed Technologies 

Knowledge of Seapine Test Track and. Surround SCM, dea 
Jbuilder/ Eclipse Builds, ASP.Net GUI Developer, Install Shi 

/ MSIPackages. 

Experience: 5-7years 

Job Code: 33948332 

DIRECTOR ; 

Microsoft India Development Center 

Responsible for managing multiple strategic technology 
efforts, responsible for servicing our the world wide customers 
who have deployed their mission critical enterprise | 
applications on all flavors of Windows os: 

Experience: 10 -15 years 

Job Code: 34092161 

DY. MANAGER- MARKETING 

Crompton Greaves Limited * 
Identify the right product(s) suitable for CGL, formulate 
marketing plan for launches, continuously monitor market 
volume / share, develop marketing network, etc. 

Experience: 10 - 15 years 

Job Code: 32983291 








































ASST. MANAGER - FINANCIAL PLANNING & 
ANALYSIS. 

Interface Cybertech Pvt. Ltd. 

Responsible for financial reporting and analysis, financial planning 
and forecasting, budgeting, corporate finance, preparation of MIS 
reports, etc. n 
Expetience: 3 - 5 yeats | 
Job Code: 33860314 

MANAGER- PRODUCT PLANI NENG 

Yamaha Motor 

Support to Chief Product Plannerin al aspect of ийе 
planning, designing, concept framing based on survey 
planning, coordination with other department R& D, and 
sales purchase. 
Experience: 4 -7years 
Job Code: 33556513 





On monster.com - 


India's No:1 jobsite. 


















SE; TOR MEMBER - J2EE DEVELOPMENT SR. PROGRAMMER- VC++, ATL 
Alliance Consulting Beehive Systems 
Good experience of, design, development of J2EE based ^ Candidates with experience in DirectX, Direct! 
enterprise applications. This knowledge should. include JSP, technologies would бершш Exposure to N 
Servlet, EJB, JDBC,XML development experience along with ` advantage. 

knowledge of Weblogic or Websphere Application servers. Experience: 2-4 years 

Experience: 5 - 7 years | Job Code: 33881306 

Job Code: 32243360 


МЕТ PROFESSIONAL : SR. SOFTWARE ENGINEER 

Bristlecone India Ltd. Cavium Networks 

Knowledge of C#, VB.Net, ASP.Net SQL Server 2000, SDLC, — Design, development, integratio and testing о 
OOPs Concepts, Javascript, HTML, XML. Knowledge of level drivers and i Ww interfac forh: rdware produc 
CH stal Reports will be preferred. | 
Experience: 1-2 years 

Job Code: 32237676 













































JAVA/ JEE TEAM LEADER 

Extenprise eSolutions (I) Pvt. Ltd. 

Lead a Product Development Team and will be responsible for 

project management, design, development, quality, and delivery. application setver i sofware 

Experience: 3 - 6 years | . Provide 24x7 support to D 

Job Code: 23080058 business. groups (rotating : 
Experience: 2-5 years | 
m Code: АНН. 







CRM TECHNICAL EXPERTS 
n oft India Pvt, Ltd. 
Responsibilities will include production support/ 
troubleshooting, production architecture, performance. 
tuning/capacity planning, patching/upgrades, PeopleSoft/ 
PeopleTools module development/customization, ete. 
-Experience: 3 - 5 years 
Job Code: 33189167 | | 
ELECTRONICS DESIGNERS SR. SOFTWARE ENGINEER. 
Multec, Canada Ltd. Qwest Software Services 
Responsible for the technical integrity of the product during Should possess extensive software design & d 
product development, provide the most senior technical teview of experience comprising am 2 yea 
project documents including customer requirements, design experience in МЕТ platform i impleme ting 
MOON. оше etc. C&, ASPNET, with Oracle/SQL serveras dat: 

с : Experience: 3 - 5 years 
Jobt ode: 33914656 Job Code: 32508473 


LINUX KERNEL DEVELOPERS SAP DATA MIGRATION CON 
UNM Systems India Pvt. Ltd. Valley US, Inc. 
Design functional modules as per requirements, development Experience in Oracle database, ET tools, SAP Data Mi 
and efficient implementation and debugging of modules using Tools (Legacy System Migration Workbench (LMSW 
appropriate algorithms, documentation of modules, etc. Data Migration Workbench (SXDB)). Excellent un 
Experience: 2- 6 years of the business processes. 
Job Code: 32275754 Experience: 2-4 years 

a ` Job Code: 34172634 


Expétieheei4- P years | 
Job Code: 32613239 



















One click makes 
1200 placement 
consultants work. 
It allows you to send your resume’ 


: To subscribe to ExpressResume, SMS 'ER ВТ" to 98663-11011 
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Sales and Marketing Jobs 


ALES ENGINEER | 
tlas Copco ( India ) Ltd. 

Xperience in selling Pneumatics, PLC's, AC/ DC motors or 
milar capital goods will be given preference. Candidates should 
willing to travel extensively on short notices. 

xperience: 2 - 5 years 

ob Code: 34007488 














































NIOR SALES & MARKETING MANAGER 

ata Guard Systems, Inc. 

rovide sales demos of the software to prospective clients, 
rovide post-sales customer support of the product to existing 
ients; identify. new customers for the cellular manager 
pplication within a given sales territory, etc. 


xperience: 3 - 10 years 
ob Code: 33916296 


{СН MANAGER 
Tethodex Systems Limited 
xcellent communication skills and experience of leading a 
les team/ running a Branch as a separate profit centre. 
Jorking knowledge of computers will be an added advantage. 
erson should have experience in direct hard core selling. 
xperience: 5 - 7 years 
ode: 31007500 


1 RKETING ASSOCIATE 


ist he Enterprise Defence and Govt. vertical team in New 
and map the buying process in defence and government 
istries and departments - as well as identify key decision 
kers and influencers: 
jetience: 2 - 5 years. 
ode: 33615902 
ALES & MARKETING MANAGER 
wermatic Distribution Pvt. Ltd. 
velop and grow the business for line of Prestigio branded 
оок and accessories in the India market. You will also be 
dto develop sales channels and meet sales target. 
‘xperience: 2 - 5years 
Code: 34273519 


SINESS DEVELOPMENT MANAGER 
n Infotech Pvt. Ltd. 
clop and manage key accounts of the Company, achieve pre- 
ermined sales target through proper planning, plan and 
reanizing events like exhibitions, road shows to penetrate the 

tec. : 

berience:1-2years 
od 2208390 


o know how (to apply for these jobs, go to f fina inance e job Im ting pag 


p Get headhunted 
Ву the top employers. 


Monster.com is India’s No. 1 jobsite. Post your resume for 
¢ and get noticed by India's top employers. 


. Job Code: 34089672 





SALES & BU SINESS DEVELOPMENT MANAGER 
Calibre Software Technologies © 
Generating and achieving revenue streams in identified verticals 
and product lines, positioning product and services in identified 
verticals and product lines, taking client ownership from contact 
establishment to deal closure; etc. 

Expetience:5 - 6years 

Job Code: 34216803 

SALES MANAGER 

GMM Pfaudler Ltd. 

Should have experience in marketing of engineered equipment 
and should have completed BE/Btech. Responsible for the 
sales and marketing of a new product all over India. Ly 


Experience: 5 - 7 years 
Job Code: 33603516 





BUSINESS HEAD - SOUTH 

Newgen Software Technologies Limited 

Responsible for heading the Business for the Southern Region 
and for the growth of client base, market share, revenue and 
visual presence in the market. 

Experience: 10 - 12 years 

Job Code: 28741725 


ASSISTANT MANAGER - CORPORATE SALES 
Parsec Intetact | t: 
Responsible for Business-to-Business (B2B) salesof PARSEC's 
services to the mortgage industry in the US. You will be part of a 
team that will be responsible for new business generation 
through cold calling and networking. 

Experience: 3-5 years 

Job Code: 32480494 

EXECUTIVE - EXPORT MARKETING 

Prince Pipes & Fittings Pvt. Ltd. 

Thorough knowledge of Export Market and have direct 
contacts with buyers of Pipes & Fittings, Valves, Plumbing 
system, etc. Pre & Post shipment regulations & documentation. 
Experience: 5 - 7 years є 
Job Code: 34135346 


ASST. MANAGER - SHOWROOM 

Tata Teleservices Limited 

Achieving wireless and wire line DEL targets through 
showrooms, Channel partner manpower training, development 
and retention, process implementation and adherence, etc. 
Experience: 5 - 6 years 
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Jobs 


COUNTS EXECUTIVE INTERNAL QUALITY AUDITOR 
ndia Gypsum Limited CEI India 

accounting, credit management, exposure to reporting of 
's; creditors scrutinizing, scrutinizing ledger accounts, MIS 
lating to expenses, budget and bank reconciliation, etc. 


Experience: 2 - 5 years 
ob Code: 33812811 





























BUSINESS ANALYSIS - FINANCIAL DOMAIN 
CGI Systems and Management Consultants Pvt. Ltd. 
Should possess knowledge in accounting & financial domain, 
relevant knowledge of system testing, incident testing, functional 
g, business processes. 


Experience: 1- 4years. 
joe Code: 29455806: 


MANAGER - CONTROL ASSURANCE 
Deloitte 1 
Identify and evaluate business and technology risks, internal Prepatation of pugen, preparation of MIS 
controls which mitigate risks, and related opportunities for monthly financials, variance analysis, segmen 


internal control improvement. Experience: 2-3 years 
Experience: 7 - 10 years Job Code: 33496761 
Job Code: 33887430 5 


ЕП ANCIAL ANALYST | FINANCE MANAGE R TE 


















Hêwlett Packard - oe 
Pro le comprehensive financial analysis and consulting to the es ible for a finance: 
India team of the Consulting & Integration group (TSG). business in India, 


Develop a thorough understanding of the business and related reporting, financial planning & budgetary contro 
data flows and structures etc. management. 


Experience: 3 - 5 years Experience: 7 -10 years 

Job Code: 34253015 Job Code: 34073117 — 
ACCOUNTS EXECUTIVE MANAGEMENT ACCOUNTS 
KMG Infotech India Pvt. Ltd. Sutherland Global Services, Inc. 


Experience in cash management, cheque preparation, knowledge of Will be handling the entire gamut of cost 

Tally 7.2 and bank reconciliation. Experience in administration is accounting, client interaction and servicing 

desirable. analysis to the Management, etc. 
jxperience: 2-5 years Experience: 1-3 years 

Jo ) Code: 34009059 Job Code: 33899882 


MANAGER - ACCOUNTS DUKE a OE EN 
Temptation Foods Ltd. HOW To APPLY FOR THES Joss: 
Entire function of accounts department, writing of books of |. Logon to www.monster.com i 
ac¢ounts in computer environment, monthly trial balance, 2. Click on “Search Jobs” link 


finalization and reconciliation of accounts, etc. ; 
3. Type the job ID number in the "Keyword Search" fie 


Experience: 15 - 20 years 
Job Code: 34227487 4. Click hi “Search Jobs" button 













You are as good 


E as your resume. е E o | 
| Introducing Monster RightResume. Now get your resume crafted i noris te rcom 
p Муд professional resume writer and give it the winning өйде. India's No.1 jobsite. 
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bt reporter’s diary 





Pune City: Urban sprawl, yes, but it is also sign of a 
booming local economy 


Silicon Valley? More like racers’ alley, with college 
students and office-goers rewing it up 


IT’s Next Big What? 


Ace venture capitalist Promod Haque believes Pune is the next Silicon Valley. The city’s  ' 
activists are sure that frenetic unplanned development will spell its doom. Somewhere 


MONDAY, SEPTEMBER 12, 2005 
En route from Pune to Mumbai, 5.30 p.m. 


HE EPIPHANY DOESN’T COME TILL OUR RIDE 

out of Pune, but when it does, it arrives 

suddenly. It’s raining.and both driver and 

car are focussed on getting out of Pune 

city and on to the Mumbai-Pune expres- 

sway and its promise of a two-hour ride home. Then, 

I am in Kothrud. To the right is the suburb itself, all 

glass and chrome, screaming affluence from every win- 

dow of every high rise (there are lots of both, windows 

and high rises). To the left is a sprawling shanty 

town that progressively climbs the hill against which 

it is set. That's a scene worthy of Big Brother Mumbai. 

Then, it isn't just about contrasts; it is about everything 

that makes every large Indian city hell to live and work 

in, illegal tenements, unplanned growth and the 
inability to cope with migrants. 

Pune is that strange thing as far as Indian cities go, 

a unique combination of student-town, retirees-para- 

dise, manufacturing-hub and rr-hotspot rolled into one 
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between the two, Priya Srinivasan discovers, is the reality of Pune's future. 


compelling package. And, circa 2005, in one of those 
developments that no one can quite predict, the city 
is emerging a preferred destination for IT and 
IT-enabled services firms seeking an alternative to 
grid-locked Bangalore. Yes, Pune has always been a 
favourite with companies operating in the two areas, 
but there has always been a clutch of other cities 
that compares favourably with it. Now, goes the 
refrain, Pune is it. Actually, not quite; Chennai and its 
suburb Siruseri are it, but Pune has something going 
for it that the other city does not. This isn't the 
weather although that can be considered a factor 
(Pune's is balmy and salubrious; Chennai's is hot 
and muggy). "Pune tops the list with the highest rat- 
ings in skills, (in terms of both) availability and 
retention, and will be a close contender for a Tier I slot 
for IT outsourcing by 2010," says New Vernon 
Partners’ Promod Haque, one of the world's best 
known venture capitalists, referring to a recent report 
put out by Gartner, an Ir research and consulting firm. 
The way he sees it, the manufacturing companies 
provide a pool of talent boasting the kind of 





74 
n» 


Urban mess: This shanty town creeping up the hillside 
compares with Mumbai's worst 


engineering skills that software companies engaged in 
high-end work crave, and the presence of a large 
number of engineering and business schools *is encou- 
raging entrepreneurship the way Stanford has done in 
Silicon Valley". *Pune is one of the hottest cities to 
watch in India today," sums up Haque. 

That's a fair assessment and it could explain 
why some of New Vernon's more high-profile 
investments (think Veraz Networks and AmberPoint) 
are in the process of putting down development cen- 
tres in the city. As for IT-enabled services firms, the 
city has its own (and obvious) charms. One such 
firm is Ventura, a large UK company (2004 revenues: 
£131 million or Rs 1,034.9 crore) that opened its 
first ever offshore centre in Pune three months 
back. “Pune struck us as a great option given the 
educational hub it is," says Anupam Arun, Country 
Manager, Ventura India. “It draws people from 
all over the country and that is great from the 
voice perspective of the business." Arun also claims 
that wage- and infrastructure-costs are lower in 
Pune, although Kaushik Shekar, a portfolio mana- 
gement consultant who moved to the city recently, 
points out that “if you take away rentals and con- 
veyance costs, the cost of living is just as high as in 
Mumbai", and Mathai Joseph, Executive Vice 
President, Tata Consultancy Services (he heads the 
firm's R&D centre in Pune and says the company will 
soon club much of this and its four development 
centres in the city into one large campus) believes 
the city could do with some investment in infra- 
structure. *Pune simply hasn't had the investment it 





Bumper-to-bumper: Snarling traffic headaches (and 
pollution) bring to mind bustling Bangalore 


needs in roads and power," he says. 

That combination of problems, power and roads, 
brings to mind Bangalore, and the urban mess it has 
been reduced to, and Arun, who admits that there are 
several things that need to be addressed on both 
fronts, says, “That’s simply not an image we want to 
lapse into." Already, city-based activists (a very strong 
constituency and a possible carry over from Pune’s 
standing as an education hub with a multitude of 
institutions offering practically every discipline of 
the arts, sciences and technology) are crying themselves 
hoarse over hills being hacked down to make way for 
ill-planned townships or over traffic that crawls to a 
halt as arterial roads simply buckle under the pressure. 

So, will Pune go the Bangalore way or will it live 
up to Haque's vision? As my car finds its way to the 
expressway on our way out of Pune, I catch a few 
reassuring signs that the city just might not yet be laps- 
ing into the kind of urban mayhem that Mumbai is. 
Small processions accompany Ganesh idols (the annual 
Ganesh festival is a big thing in all Maharashtra, 
including Mumbai) as they are reverentially lowered 
into the river, in sharp contrast to the traffic-stopping 
ones that do so in Mumbai (the city virtually comes t 
a halt on the day of visarjan, or immersion of the 
idols). I later find out that the city has strict regulations 
governing the composition of the idols themselves 
(they have to be made of dissolvable materials since 
they are to be immersed in the river) and that non 
governmental organisations dig giant pits across the 
city to make compost out of flowers used in the 
puja. Maybe there is hope for this city after all. 8i 
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bt bookend 


What Happened At Disney? 


A compelling tale of achievement, greed and betrayal that 
captures Michael Eisner's reign as Walt Disney chief. 


ARNAB MITRA 


DISNEYWAR VERYBODY HAS A DARK SIDE. IT’S JUST A MATTER OF 

E finding out what it is," James B. Stewart quotes 
By James B. Stewart Michael Eisner. His book, DisneyWar: The Battle 
Simon & Schuster for the Magic Kingdom, a highly critical exposé of the 
PP: 572 over two-decade-long reign of the Disney boss, is 
Price: Rs 885 


based on one-on-one interviews with all the dramatis 
personae and on thousands of internal Disney doc- 
uments that were made available to him. 


Stewart, a former editor of the Wall 
Dj 
She Wo 


Street Journal and the best-selling 
The Battle f 







author of Den of Thieves, which 
exposed massive wrongdoings and 
fraud by the heroes of Wall Street, 
spins a compelling tale of vaulting 
ambition, greed, jealousy, back-stab- 
bing and boardroom shenanigans. 
Eisner comes across as a character 
from Shakespearean tragedy—a cor- 
porate King Lear or Macbeth or 
Henry [V—who, as absolute monarch, 
merges his own identity with that of 
his empire, leading both to near ruin. 
DisneyWar is replete with exam- 
ples of talented executives and partners 
who Eisner used, manipulated and 
then cast aside—Jeffery Katzenberg, 
Michael Ovitz, Roy Disney, Steve Jobs 
and several others—ethical standards 
be damned, Stewart also exposes Eisner 
as a man who will go to any lengths, and stoop to 
any depths, to preserve his power and authority. 

But the first half of Eisner’s reign at Walt Disney Company was 
marked by a series of triumphs. The book relates how he transformed an 
ailing $2.1-billion (in 1984) animation studio with a couple of theme 
parks into a $30-billion (Rs 1,32,000 crore) global entertainment and media 
powerhouse that in 2004 earned $4.5 billion (Rs 19,800 crore) and had a 
market capitalisation of over $40 billion (1,76,000 crore). His reward over 
20 years: $600 million (Rs 2,640 crore). Eisner’s problems began in the sec- 
ond half starting 1994. This was the phase when he began to have delusions 
about being Walt Disney’s intellectual heir. He was fond of telling every- 
one that the name Disney had a French origin: D’ Isner, or “Eisner with- 
out the D". The company’s financial performance also began to falter. In 
2004, civil war erupted within Disney. Shareholders, led by Roy Disney, 
voted to oust him as Chairman, but retained him as Chief Executive till 
2006. Why did one of Hollywood’s most celebrated and powerful executives 
fall from grace? Read the book to find out. ш 


Or the Magic Kingdom 
9 9% 
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HE OUTCOME OF THE WORLD TRADE 

Organization's Sixth Ministerial 
Summit in Hong Kong in 
December this year is critical to the 
future of multilateralism. The world 
cannot afford fiascos like those in 
Seattle (1999) and Cancun 
(2003), where talks had to be 
aborted because of protests and 
differences between developed and 
developing countries. 

With so much riding on the 
Hong Kong round, World Trade 
Organization: Implications for 
Indian Economy by P.K. Vasudeva, 


to the list of books on this subject. 
It stands out for its detailed overview 
of the Uruguay Round and its 
successor, the WTO in 1995, and 
on various agreements and their 
roles in shaping trade policies in 
an easy-to-read manner. It also dis- 
cusses complex issues such as 
patents, labour clauses, sanitary 
and phytosanitary conditions. The 
case studies, in particular, are of 
great help. A must read for both 
the layman and the expert alike. 
ASHISH GUPTA 
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OR THE PAST COUPLE OF 

weeks, music has been 

coming at me from just 

about every direction. It 

started with a bluegrass 
session that I downloaded from 
www.nugs.net: a 65-minute cocktail 
that began with a track of The Pizza 
Tapes, a 1993 recording by David 
“Dawg” Grisman (mandolin), Jerry 
Garcia (banjo) and Tony Rice (gui- 
tar), so named because legend has it 
that Garcia had given a rough cut of 
the tape to a pizza delivery man 
because he didn’t have a tip handy 
for him. This was followed with 
tracks by other bluegrass masters, 
Del McCoury, Doc Watson, Vassar 
Clements (the amazing fiddler who 
died this August) and then some 
more from today’s young turks of 
bluegrass, The Yonder Mountain 
String Band. A rich and varied blue- 
grass buffet spread that my ears 
lapped up hungrily. 

But there was more to come. 
The bluegrass extravaganza was 
quickly followed in the next couple 
of days with a hot-off-the-web 
debut podcast by Widespread Panic, 
the Athens (Georgia, Us)-based jam- 
band that tours like a maniac and 
whose sound is characterised by a 
deep and rootsy southern rock style 
influenced by jazz and blues. The 
bonus on this hour-long podcast: a 
conversation between the band's 
intrepid bassist Dave Schools and 
new guitarist George McConnell 
that interspersed the deliriously 
long live performances. 

No sooner than I'd tripped glo- 
riously on Panic's first podcast 
came, in a flow of bits to my com- 
puter, another episode of a podcast 
I subscribe to—Morning Becomes 
Eclectic, a show broadcast by KCRW, 
a Santa Monica College radio sta- 
tion, and anchored by Nic 


Harcourt, a British DJ credited with 
the American radio premiere for 
bands and musicians like Moby, 
Garbage and Travis. The episode I 
caught featured a refreshing new 
Los Angeles band called Goldspot, 
fronted by a second-gen Indian- 
American, Sid Khosla, who’d 
named the band after a (now 
defunct) Indian soft drink brand. 
Khosla was raised in New Jersey by 
parents who loved Bollywood 
musicals and counts among his 
influences R.E.M, Radiohead and 
Mohammad Rafi. 

Ever since I got over my initial 
scepticism about downloading 
music and acquired an iPod in July 
last year, my access to music has 
become virtually limitless. First, I 
have ripped a large part of my CDs 
collected over a dozen years or 
more on the pod. That lets me lis- 
ten to more of my own collec- 
tion—anywhere and anytime I want 
to. I can listen to music via ear- 
phones, hook up the iPod (like you 
can any portable Mp3 player) to my 
stereo at home, play it while at 
work via a sound-dock that has 
tiny but surprisingly high fidelity 
speakers or even transmit it through 
to the car’s audio system. It’s a 
seamless stream of music that I can 
switch on or off at will. 

But storage and portability are 
just two advantages of compressed 
formats like Mp3 and players like 
Apple’s iPod (or others like Sony’s 
Network Walkman and iRiver’s 
H10). The bigger one is how easily 
you can get music. Readers who 
made it beyond the three instances 
of my downloading music may be 


wondering about the legitimacy of 


doing so. Don’t worry; all of it is 
above board. This is no peer- 
to-peer thieving or flagrant violation 
of IPR that Pm talking about and 
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_ do well to get your hands on. 


Read 


Boris Akunin & Laurie King 





husband (yup!) ‘Sherlock Holmes are 


reckoned by many Sherlockians to be, as 
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you'll see why. Much of the music 
I love listening to is ‘live’ per- 
formances by bands whose busi- 
ness models are a hybrid—they 
earn a lot from touring and a lit- 
tle from album sales. A typical 
Widespread Panic itinerary could 
entail 200-250 shows a year, 
mainly in the us but also at venues 
in Germany, Holland and Japan. 
These bands, like their lodestar, 
the erstwhile Grateful Dead, allow 
their thousands of fans to tape 
or record their live performances k 
free. Most of them operate below o 
the radar of popularity charts and 
mainstream radio networks, SO 
free taping is a way of marketing 
their music. As the brisk trade— 
the internet makes it even eas- 
ier—in legal but freely taped 
music spreads, more fans get 
turned on to a band’s music and, 
therefore, throng to their shows 
or buy studio albums or well- 
mastered live releases. “ 
Umphrey’s McGee, а sex- 
tet formed in the us Midwest 
in the mid-1990s, has just 
three albums to its credit but | 


Instead of the MP3 or MP4 
(Apple's own AAC format) both 


of which are "lossy" 
compressions, you can choose 
FLAC (free lossless audio 
codec), a format that is not as 
abbreviated as MP3 but is a 
favourite of jamband aficionados 


E 


iSource 


A starter's sourcebook, or music 
resources for the mouse-happy. 


an explosively growing tribe of | Podcatching software 
followers. Umphrey’s has free | iTunes (at www.apple.com/itunes) 
monthly podcasts of its shows, ipodder (at www. ipodder.org) 


| 
А 
some of them running into а | 
couple of hours of non-stop | 
music. In the past year that 


has translated into hundreds of | FLAG (Free lossless audio codec) 


shows for th ss th 
or the band across the | resources: flac. sourceforge. net 


US with an ever growing audi- | 
Tumut oak start you off: 


Dopplerradio 
(at www. dopplerradio. net) 


ence of die-hard fans. It’s ano- | 
ther matter that the hybrid | 
business model works well in a 
market where album sales 
have been declining sharply 
over the past few years. 

For many audiophiles, 
downloaded music, which is 
essentially music in a com- 
pressed digital format—mp3 
is the most popular—falls 
short in terms of 
quality beca- 
use digital 
compression “se 
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entails shedding some elemen 
of the audio stream. Most li 
teners, however, cannot mal 
out the difference. I learnt in tl 
past year or so that there is 
way out of that too. Instead « 
the MP3 or MP4 (Apple's own A^ 
format), both of which ai 
“lossy” compressions, you ca 
choose FLAC (free lossless audi 
codec), a format that is not i 
abbreviated as MP3 but is a favoi 
rite of jamband aficionado 
Music in FLAC format is CD qu: 
lity and some of the live shov 
that you can download from liy 
music archives at www.archive.oi 
are of sterling CD quality. 
Then, of course, there is th: 
other life-altering twist that tł 
internet has brought forth, poc 
casting. Everyone by now know 
podcasting is a method of pul 
lishing audio broadcasts over th 
net, allowing subscribers (ust 
ally free of cost) to access ne 
episodes of MP3 broadcast 
which can be downloaded c 
streamed from their compu 
ers. You can have podca: 
acquiring or aggregating sof 
ware (I use Apple's iTune: 
that gets your feeds from th 
sites you subscribe to. That 
how last week I heard a 
excellent podcast of tracks b 
a varied bunch of musicians- 
all of them with a commo 
strand of being influenced b 
the music of New Orleans, 
city that was ravaged b 
Hurricane Katrina on Augu: 
29. There were tracks by th 
Dirty Dozen Brass Band, th 
Grateful Dead, Phish, Th 
Radiators, Kermit Ruffin: 
Galactic and, of course 
Panic, all of them live and fror 
albums that I will certainl 
go out and buy. Wh: 
says music down 
loads don’ 
translate int: 
CD sales? 8 
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National B-School Challenge 


ARE YOU SHARP ENOUGH FOR ACUMEN 2005? 


It's back. Acumen, India's only nationallevel B-School challengeishere. Presented by 
Business Today and Aditya Birla Group. This is where tomorrow's leaders will draw 
strategies to go for the top spot today. And their battle of wits will include 
tough-to-crack quizzes and heated debates. The winners will take away mega prizes 
and rare honour. The sharpest in the audience will also win exciting prizes on 
thespot. Bethere! 


To participate, e-mailus atacumen@intoday.comorlog ontowww.btacumen.com. 


ACUMEN SCHEDULE 
Date Zone B-School partner Venue 
Oct 14-15 West S. P. Jain Institute of Management & Research S. P Jain Auditorium 


Oct 21-22 Nortt ПЕТ, Delhi IFT Auditoriurr 


To catch the action for East and South Zone Regional Rounds, keep watching this space. 


ACUMEN QUIZ FOR B-SCHOOL ALUMNI 


Do you want to revive those good old days of quizzing with your buddies? Just team up with 
your B-School friends and get ready to beat your old rivals. Please e-mail us at 
acumen@intoday.com and register, indicating the names of participants and your 
respective zone. 





GROUP 


Media Partner: 


Headlines Today 


SHARP NEWS FOR SHARP PEOPLE 


Watch out for the Acurnen 2005 
telecast on Headlines Today. 


B-School Partners: 
PMF 
Schoo! of inteepaborai илеп 


Prize Sponsor; 


VANHEUSEN 
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Planning is a fine art. Made easy with Diaries and 
Planners from INDIA TODAY. This festive season 
invest in INDIA TODAY DIARIES 2006. Promote 
your company’s visibility all year long and make 
your exclusive corporate clients or close associates 
feel they are privileged. As part and parcel of your 
sustained communication campaign, these are 
highly effective advertising items as well as 
powerful marketing tools. 
The enduring symbol of professional elegance, to 
make your brand stay on top of the mind of 
your customers. 


INDIA TODAY DIARIES range is a perfect combination of style and function with: 





Companion, 18X24 cm, _ 
IT 103, Rs. 435 


Year Book, 22X27 cm, 
T 101, Rs. 545 
T 201 (Leather), Rs. 825 





IT 2104T e 5 1,385 
IT 214; IT 219,(Leatherette), Rs. 685 





Pocketline, 8X10 cm, IT 108; Rs. 115 
IT 109 (Leather), Rs. 145 
Address Book, 13X21 cm, IT 203, Rs. 350 


Page-a-Day, Size: 13X19 cm, 
Code: IT 102, Rs. 395 





Professional, 18X26 cm, IT 107, Rs. 475 
Executive, 22X27 cm, IT 106, Rs. 525 


-eather Set, IT 200, 
set of three Diaries, Rs. 1,525 


Executive Planners, 19X24 cm, Slimline, 9X18 cm 
IT 217(Leather), Rs. 1,425 IT 104, Rs. 175 
1T218(Leatherette), Rs. 925 


To enhance your company’s image we can personalize our products 


in a variety of ways* 1 W 
For bulk orders 





* Marking with names or initials of recipients pl Ur 
وو‎ Р x di. blease contact our | GROUP 
* Logo embossing in gold / silver (Orders above 25 diaries) | Age x ea нен 
Regional Sales Managers at 


Delhi: 011-23326324; 


Four-colour laminated cover (Orders above 500 diaries) 


* Title page message (Orders above 50 diaries) 

Information pages specific to your company, products, philosophy, 
interest or information relevant to your target audience ( Orders 
above 500 diaries) 


Kolkata: 033-22825398, 22827726; 
Mumbai: 022-24444423, 24444424; 
Chennai: 044-28478525, 28531719 





bt treadmill 


* Fit Above Forty 


N YOUR 305, IF YOU'RE THE NON-EXERCISING 

type, you lose 225 grams of muscle mass a 

year. By the time you're into your 40s, that 
can zoom to a terrifying 1 kg. Worse still, men 
in their 40s also shrink as the fluid in the spinal 
disks dries out. It is estimated that between 40 
and 60, most men get shorter by nearly an 
inch and a half! There are other problems for 
the 40-plus. The body tends to put on fat more 
easily—primarily because metabolism rates slow 
down—and is more prone to injury. 

But there are things you can do to counter all 
this. Begin by focussing on your posture. While 
sitting, standing or walking, keep your shoulders 

and back straight, spine in its natural arch and head up. Good posture avoids 
exerting pressure on your vertebrae and, as a bonus, helps you look good too. 

To boost your metabolism, incorporate a workout schedule into 

your daily routine. It may begin with a simple brisk 45-minute walk or a 
30-minute session on an exercise bike. Then gradually add a weight 
resistance or weightlifting programme to your schedule. Lifting weights not 
only strengthens the muscles (remember you lose muscle mass after you 
turn 30 if your life is predominantly sedentary) but it also boosts your meta- 
bolism rate. The latter helps in burning body fat. In fact, although cardio- 

i vascular exercise burns body fat, weight training is considered by many 
experts to be better at it because even after a moderately intensive resistance 
training session, the body continues to burn fat for 24 hours or more. 

To avoid injury while exercising, stretch your muscles and warm 
them up first. Seven to 10 minutes of moderate intensity cardio can do the 
trick: it increases the flow of synovial fluid (the lubrication in your 
joints) and also increases the body temperature, which in turns makes mus- 
cles more elastic and, hence, less prone to injury. Also, while weight trai- 
ning at 40-plus, keep your technique simple, your movements slow and not 
jerky (for haste could result in bad form, which in turn can cause injuries) 
but your weights heavy. Lifting heavy can help you gain muscle mass faster. 
Here's a quick fact: if you gain 2.2 gm of muscle mass you can burn 50 
additional calories every day. If you want motivation, remember that fact. 

у Eat five or six small meals rather than three big ones. Five or six meals 
will keep your metabolism ticking and, along with regular exercises, 
may also help in keeping diabetes in check. Also, research shows that eating 
several small meals can help keep your good cholesterol (HDL) levels 
high and bad cholesterol (LDL) levels low. 

Besides exercise—both cardio and weight training and diet, there's ano- 
ther factor that can keep you in fine fettle after 40: peace of mind. A fact 
often overlooked is how much of work-related stress can cause health prob- 
lems (think strokes, high blood pressure and heart ailments). So keep the 
mind at peace while you look after your body and enjoy your grey period! 

; MUSCLES MANI 


write to musclesmani@intoday.com 








Caveat: The physical exercises described in Treadmill are not recommendations. Readers should 
exercise caution and consult a physician before attempting to follow any of these. 
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F ALL THAT YOU'VE 
ever dreamed of is to 
lay your hands on a 
digital camera that gives 
you stunning resolution 
in print, then the Canon 
IXUS 700 is for you. At 
Rs 29,995 (plus local taxes) 
and with a 3x optical 
zoom, the camera is a steal. 
But here's the flipside: the 
higher the pixels, the more 
they hog memory space. The 
64-MB card that Canon offers 
with the ixus 700 can store 
only 150 photos at full reso- 
lution, which means you may 
have to invest another Rs 2,000 
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Moto Makes Music 


Motorola ROKR 


ESPITE THE CYNICISM, MOBILE PHONE MP3 PLAYERS ARE 
taking on a life of their own. Now, Motorola 
has launched the world’s first cellphone- 
cum-MP3 player with iTunes, allowing the 
user to download up to a hundred songs 
from Apple's virtual music store. Unf- 
ortunately for us, Motorola says it has 
no plans of launching it in India, at 
least this year. Partly because it does- 
\ n't see a big market for MP3-player 
M handsets in the country, and 
^, partly because in India you can't 
s «V buy music on iTunes. Still, 
Aa уу, if you are thinking of picking 
up one on your next trip to 
the us, don’t. The ROKR 
that sells in the Us may 
not be configured for 
India. Seems like you'll 
just have to wait for an 
official launch. 
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“in, say, а 1-GB card. So, amateur shutterbugs had _ 


Slicker And Smaller 


iPod Nano 





ALL IT THE KATE MOSS OF DIGITAL PERSONAL 

Music Players (yes, PMP is the technical term). 
It is just 8.9 cm tall, 4 cm wide and 0.68 cm thick, 
which is as thick as a regular pencil. No wonder 
Apple decided to call it the iPod Nano (from Latin- 
derived Greek word nanos, which means a dwarf). 
It is available in the us (the India launch, it seems, 
will happen end-October) in two versions: 2 GB, 
which allows you to store up to 500 songs, and 4 GB 
(you do the math). The former costs $199 
(Rs 8,756) and the latter $249 (Rs 10,956), but 
both are equally thin. 
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LOST LUGGAGE OR FLIGHT DELAYS? 
TURN TO THE ALL NEW 





1 this and more in the New-Look India Today Travel Plus 








Cashew King 


HIS LATE BROTHER RAJAN WAS KNOWN AS INDIA’S COOKIE 
king, but RAJMOHAN PILLAI seems determined to earn the title 
of Cashew King. Since 1987, when he took over his family’s 
doddering Rs 4.5-crore cashews business, Pillai has turned 
3eta Group into а Rs 2,800-crore food processing giant, with 
interests in dry foods and juices. Now, the 42-year-old 
wants to turn his flagship Nut King cashews brand into a best- 
seller in India, which is said to be the world’s largest con- 
sumer of cashews, spending Rs 4,500 crore on them a year. 
“After my brother (Rajan) passed away in 1995, there was no 
banker who wanted to invest in us, but now things are a lot 
better,” says the Trivandrum-educated Pillai. His plan is to 
grow the Rs 80-crore Nut King brand by setting up fac- 
tories near all the metros in India, besides one in Sharjah, 
to tap regional demand. What he is doing, says the native 
of Kollam, Kerala, is nothing more than what both his late 
father, who died of a heart attack in 1987, and brother 
would have wanted of him. 
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Buy Or Sell? 


HOW MANY CEOS WOULD GO ON THE 
offensive when their own firm is in play? 
Not too many, which makes ASHWINI 
KAKKAR an exception. Even as Thomas Cook 
India’s German parent is scouting for a 
buyer for this travel and forex company, 
Kakkar, 50, is said to be eyeing rival firm, 
P&O Travels India. When contacted, a weary 
Kakkar refused to comment, citing Sebi 
rules, but ВТ learns that Thomas Cook is al- 
ready doing a due diligence at P&O, which 
has Rs 150 crore in revenues and strong 
English roots. But the question is, which 
will happen first: Thomas Cook's acquisition 
or acquisition of Thomas Cook? 


Checking In 


FINALLY, DELHI-BASED SURESH NANDA HAS 
managed to check into Mumbai's Sea Rock 
Hotel as the owner. Last fortnight, the 
Chairman of Claridges Group of Hotels 
and former seafarer bought out the 30 per 
cent he didn't own of the hotel, which has 
been near defunct since it was targeted in the 
city's 1993 bomb blasts. *We had been at 
this property for close to 18 months, and its 
acquisition is like adding a jewel in the 
crown," says Nanda, 63, who describes the 
erstwhile rrc-managed property in 
Bandra Bandstand as the finest 
hotel in the country. He now 
plans to spend Rs 150 crore on 
renovating the hotel and has | 
shortlisted designers and archi- 
tects from Europe for the work. 
He plans to open the 
410-room, seaside 
hotel for business 
by July 2007. 














Corner Room Calls 


IN WHAT IS BEING PERCEIVED AS A CLEAR SUCCESSION PLAN 
at Britannia Industries, Nusli Wadia’s younger son JEH 
was inducted into Britannia’s board as an additional 
director earlier this month. (Emmanuel Faber, who is 
Groupe Danone’s CFO, was also appointed to the 
Britannia board along with Jeh.) Speculation about 
Jeh’s entry into Britannia had been in the air for a long 
while and gained ground when Sunil Alagh was ousted 
from the company about two years ago. Jeh, 32, is cur- 
rently the Managing Director of the Wadia Group- 
promoted low-cost airline, Go Air, which is expected to 
launch its services by the end of this year. Jeh could not 
be reached for comment, but the buzz that he might take 
over as MD of Britannia at a later date has not died 
down. His brother, Ness, meanwhile, is Deputy 
Managing Director, Bombay Dyeing, the group’s flagship. 


In Control 
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Launch Aborted 


ISRO CHAIRMAN С. MADHAVAN МАП 
getting a foothold in the America 
market with lightweight satellites | 


) 





have suffered a setback. A year after 


announced it would jointly build, and tl 
small satellites with ISRO, it has decid 


out of the arrangement. Reason? Na 
available for comment, but K.R 
Murthy, executive director of Antri» 
tion, ISRO's commercial arm that wa 
partner, says that it is due to Boeing 
focus solely on larger (5 tonnes-plus) 
ants. But all may not be lost yet. ISR 
a similar deal with European agen 
year. Besides, ISRO does make small sat 
are as good as any, but 30 per cent chi 


AFTER PULLING INDIA CEMENTS (ICL) BACK FROM THE BRINK, THE COMPANY'S 
low-profile Vice Chairman and Managing Director, N. SRINIVASAN, 60, 
has strengthened his hold over the company. Middle of this month, 
Srinivasan bought another 11.91 per cent from co-promoters, led by 


N. Sankar of the Sanmar group, raising his stake to 31 per cent. While the 
Sanmar family will continue to own 13 per cent in ICL, it will not be the 
dominant partner. A fight between the two promoters during the early 80s 
had seen institutional investors (including IDBI) take over ICL's management 
until 1989, when the promoter families struck peace and got the mana- 
gement back. The deal, then, should do the company a world of good. 


CONTRIBUTED BY KUSHAN MITRA, AMANPREET SINGH, SUPRIYA SHRINATE, KRISHNA GOPALAN AND 
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View 


your bill 


with ease. 


Wherever 








you are. 





NAME: Kumar Mangalam Birla 
AGE: 38 years 
DESIGNATION: Chairman 
GROUP: Aditya Birla Group 


BHASKAR PAUL 


Focussed On Growth 


UMAR MANGALAM BIRLA WAS A CALLOW YOUTH OF 28 WHEN HE WAS SUDDENLY 
thrust into the (rather large) shoes of his late father in 1995. Few people then 
gave him the chance of a snowball in hell. Not any more. The Chairman of the 
Aditya Birla Group, who’s a chartered accountant and a management grad from 
London Business School, has just announced the mega-merger of Indian Rayon, 
Indo Gulf Fertilisers and Birla Global Finance into a new company called Aditya Birla 





Register at Nuvo that is expected to close the current fiscal with a topline of Rs 4,000 crore. He’s 
now being hailed as a visionary who’s earned his place at the high table of India Inc. 
www.airtel.in Birla began by quietly modernising HR practices in his companies: he introduced a , 


retirement policy (till then, the group didn't have one—and about 350 senior people 
left), hired top-notch professionals and ushered in a meritocracy in an organisation 


for detailed steeped in tradition. Insiders say he delegates real authority to his top managers. With 
his team of pros in place, Birla began rationalising his portfolio of businesses—exiting 
analysis of some businesses, reducing the share of fibre-based businesses, while at the same time 


beefing up his presence in non-ferrous metals and cement. The result: his empire has 
. grown almost five-fold in the 10 years since he took over, from Rs 7,200 crore to 
your bills. Rs 33,000 crore. Along the way, he bought Alcan subsidiary Indal for Rs 1,000 
crore and wrested Larsen & Toubro's prized cement division for Rs 2,200 crore, to 
emerge as the largest cement manufacturer in the country. He's also investing about 
Rs 20,000 crore on massive capacity expansions in his cement, aluminium, copper and 
fertiliser businesses. The next goal: *We hope to enter the Fortune 500 list as a group 
by the turn of the decade." The bar just went up a few notches. Ш 
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#1 In The World For 
НВ Applications 





140 Countries 
12,000 Customers 


27 Million Workers 


Oracle Human Capital Management — 
Achieve Workforce Excellence. 























im 





oracle.com/applications 
| email us at oracleindia_in@oracle.com 
or call 1 600 425 6725 / 080 51076641 - 44 


Copyright © 2005, Oracle. All rights reserved. Oracle, JD Edwards and PeopleSoft are registered trademarks of Oracle Corporation and/or its affiliates, 
Other names may be trademarks of their respective owners. 


Conditions apply. 


It's not just a credit card 


JET AIRWAYS 


THE JOY OF FLYING 
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It'S giving you business c 


The Jet Airways Citibank Gold MasterCard makes yg 
you avoid queues when you check-in at our exclusiv 
while your flight is readied for take-off. Use your up 


m 4 JPMiles for every Rs. 100 spent m Three 3096 Disc 
sign-up, renewal and for every 4500 JPMiles earne 
m 1000 Bonus JPMiles on sign-up and renewal @ E 


Take-off with the Jet Airways Citibank Gold MasterCar 
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From The Editor 


HE UNFORTUNATE THING 

about the stock market is 

its infectiousness. And that 
attribute is rarely stronger than 
when the market is in the throes of 
a bull run. While everyone is gen- 
erally happy about a bull market, it 
is when the upbeat fervour goes 
over the top that the trouble 
begins. A common characteristic 
of a bull market is heightened speculation, which can also 
make things easy for manipulation or rigging of markets 
by punters. The easiest securities to rig are penny stocks— 
shares of companies with small market capitalisation. Such 
stocks, as our cover story will show you, have been 
zooming, many of them by 500-1,000 per cent. While it 
is certainly possible to find investible nuggets in the 
ocean of penny stocks—there are an estimated over 
1,200 small and micro-cap stocks—in many cases their 
appreciation has nothing to do with how such companies 
have been faring. Indeed, as Principal Correspondent 
Mahesh Nayak finds in our cover story, many are deep 
in the red, while others do negligible levels of business. 
Our story investigates the phenomenon of the bogus 
boom in penny stocks and also helps you identify tainted 
penny stocks. The small stocks’ scandal affects retail 
investors the worst. The other aspect of the penny stock 
scandal involves the regulatory authority, i in this case, ЅЕВІ. 
While sept has taken action against a couple of cases of 
manipulation this bull season, its actions are often limited 
and post facto, coming too late and offering too little. 

For the Business Today Special in this issue, we 
went down to tinsel town, where Bollywood is put- 
ting together a fresh makeover for itself. Besides the fact 
that the first nine months of 2005 have been a hit- 
studded period for the notoriously unpredictable Hindi 
film industry, there is a silent change happening with the 
successful emergence of the pro- 
duction house approach, better 
distribution and even blockbusters 
without established star actors or 
directors. Put together by Special 
Correspondent Krishna Gopalan, 
the report has good tidings: that 
true professionalism is finally put- 
ting Bollywood on the path to 
become a true industry. 

With two dozen 24x7 news channels already on the 
air, you may be thinking that the Indian news Tv boom 
is petering out. Well, you're wrong if you do. Our fearure 
tells you how at least six more news channels are poised 
to invade the air space and of how the excitement shows 
no signs of winding down. 


MAKEOVEF 


Sanjoy hangan 


SANJOY NARAYAN 








x= 


[business today) 


Vol. 14, No. 21, October 23, 2005 


EDITORIALS 

12 Is The Boom Over? 
12 Miles To Go Yet 
14 Digital Generation 


TRENDS 


19 Power Play 
Money. Glory. And power. Just why 
everyone wants a piece of cricket in India. 
22 Lever Gets Edgy 
Creative renaissance or desperate search 
for growth? You decide. 
24 Slipping On SEZs? 
India’s most high-profile SEZ, in Navi 
Mumbai, runs into some trouble... 


26 Short Code Nation 
With some 1,500 codes out there, it is 
chaos and lucre rolled into one. 


30 Should We Worry? 
What the future holds for India’s best 
and brightest. 


32 Branding The Tea Story 
India remains on the fringes of the global 
branded tea market. But that is changing. 


34 Top Of Mind 
Hutch’s ‘Chota Recharge’, Karnataka 
Protection Forum protests outside Infy 


campus, and now Fiat looks at ‘outsourcing’. 


35 Hutch On A High 
The telco gears up for an IPO. 


36 Policy Watch 
A bird's eye view of what's hot and what's 
not on the government's policy radar. 


37 Current 
Dr Reddy's signs a new deal. 
Plus: Apollo-Michelin's split-up, Escorts 
Heart Institute's sale put on hold and 
a one-day strike at Tata Motor's 
Jamshedpur plant. 


38 Outside In 
A lineup of global events that impacted 
India, the Global Competitiveness 
Report 2005-06, and quotable quotes. 


42 Newsmakers 
iy This fortnight’s hero is Sonia Gandhi's 
National Advisory Council. 


48 Business Today-E&Y Deal Tracker 
Major M&A deals of September. 


50 Noted 
52 The BT 50 Index 


E 


COVER STORY 


54 The Penny Stock Scandal 


They're either awash in red, or have consistently 
recorded huge drops in profits, or have little to show 
by way of operations. Yet many of these stocks have 
zoomed ahead by 500-1,000 per cent in the current 
bull run, with some even commanding valuations in 


four-figure territory. 


Cover by Kapil 


FEATURES 


66 


74 


80 


92 


98 





No News Is Bad News 
With 24 channels, the Indian news 
television genre is booming. And 
with at least six more on their 


way, the boom looks good to last. 
Auto’s Ancillary Czar 


Bharat Forge, already the world’s #2 forgings 
maker, is going after the global markets with a 
string of acquisitions. 


60 Minutes 

Brad Smith, Senior Vice President and General 
Counsel, Microsoft, speaks to BT on issues ranging 
from its anti-trust settlements in the US to the intel- 
lectual property rights regime in India to the future 
of innovation. 


Meet The Wallenbergs 

Despite having investments in a 100 companies such 
as ABB and Ericsson, Sweden’s best-known business 
family has perfected the art of keeping ownership 
separate from management. 


Jaipuria Uncorked 
The Pepsi bottler has built an empire that could well 
be Rs 5,000-crore worth by 2010. 


More Than Just Spark Plugs 

MICO is investing Rs 1,000 crore to beef up its 
presence in India. And no, it’s not going to make 
millions of spark plugs only. 


Aaj Так'ѕ С. Krishnan 





BT SPECIAL 


103 Bollywood’s Makeover 
This year, 2005, is already Bollywood's best year 
yet. That could be an accident, or the result of 
adopting the production house approach, seg- 
menting audiences, smart distribution manage- 
ment, even producing blockbusters sans stars. 


The New New Bollywood 
All Hail The Assembly Line 


The factory approach works. Just ask the 
makers of some of this year’s monster hits. 


The Business Of Bollywood 


Corporatisation and organised sector financing 
are Bollywood’s emerging themes. 


104 
106 


112 


128 Montek's New Deal 


Planning Commission Deputy Chairman 
Montek Singh Ahluwalia has begun work on 
the 11th Five-Year Plan. 


ECONOMY 
134 Hike It Or Hold It? 


The RBI will have to answer that. But an 
increase in rates will hurt the economy. 


A Law For Your Stomach 


The new Food Bill will boost the food-process- 
ing sector and change the face of rural India. 


Q&A: Prof. James A. Mirrlees 


The Nobel laureate speaks to BT on various tax 
issues confronting the government. 


MONEY 
136 Defend Your Capital 


An incipient correction is already visible in the 
stock markets. But there are still some stocks 
that can guard you against capital loss. 


Smartbytes 

Sector Watch: Cement 

142 IPOs: Watch Your Step 

143 MF Scoreboard: Q2, 2005-06 


JOBS TODAY 
144 All Game, No Play 


The Rs 220-crore Indian gaming industry is 
scrambling for talent. Hop on now if you're look- 
ing for great career growth. 

146 Help, Tarun! 

147 А Job Site For CAs 


147 Export As The Mega Job Driver 


134 


135 


137 
138 


118 Managing The Trade 


Distribution is one area that has seen the 
most change. 


120 The Multiplex Culture 


Multiplexes aren't just changing how wi 
watch movies; they are changing what 


The New Marketing Mantra 


Segmentation, target audiences, positioning 
it's all part of Bollywood's new vocabular 


M Is For Merchandising 


Film merchandising is still in its infanc 
India, but yes, it is catching on. 


The Southern Campaign 


The Tamil and, to a lesser extent, the Telugu 
film industry, are far ahead of Bollywood 


122 


124 


126 


REPORTER'S DIARY 
152 Among The Believers 


BT wanders into a health fair and disco 
streams of medicine than it even knew 


BOOKEND 
154 Making The Net Intelligent 


The story of how a simple internet search 
ended up becoming its defining feature, 
logically and culturally. 


BACK OF THE BOOK 








Patt i ka 'Guruji 
156 Yoga Capital To The World 
Mysore, where some 12 new yoga schoo 
sprung up in the past two years, is it. 
Table For Two 
Treadmill 
Printed Circuit 
People 
Starring Subhash Chandra of Zee Telefi 
Gary Bennett of Max New York Life, 
Nandan Nilekani of Infosys, Madhu Khaitar 


of Malika Incorporated, Milind Karandika: 
and Haseeb Drabu of J&K Bank. 


LEADERSHIP SPOTLIGHT 


166 Prasad N., Executive Chairman, Matı 


abhi J 


160 
162 
163 
164 





— TESTO A 





Subscription Service: 


To begin or renew your subscription, 
please contact the customer services. 
Please have your credit card number 
and expiry date ready. 


T 011-23684848 

2% wecare@intoday.com 

~ www. business-today.com 
011-23684858 

Subscription for 1 year (26 issues): Rs 260 
Subscription for 3 years (78 issues): Rs 780 
Alternatively you can subscribe by 
completing and mailing the form below to: 
D=] Living Media India Ltd., 13th Floor, 
Videocon Tower, E-1, Jnandewalan 


Extension, New Delhi-110055. 





¦ Favouring Living Media India Ltd. 

} (Please add Rs 10 for non-Delhi 

i payment). Or please charge my card 
| 














PUOI VEA TERMI t SPetr gramm i ут 
! HED 1 


www.business-today.com 


The online edition of Business Today 





Jessop & Company rises from the ashes 

Q&A: Dr Kevin Freiberg, author, on low-cost airlines 
Global Franchise Architects plans to expand in India 
Outsourcing to Symphony Services 

The Philips India story 

The rebirth of HR consultants 

IT's newest dirty secret: over-invoicing 

Perlecan Pharma: Dr Reddy's latest gambit 





Mn gtl Oat Ses е ined eee дырыш 
polls through SMS on your mobile phone 24 hours a day. 

ITO RECEIVE BT'S ТІР OF THE DAY | TO ANSWER THE BT-ON-THE-MOVE QUESTION 
1. Go to "Write messages" on your mobile | Will India's vote against Iran in the IAEA 
Phone, affect its economic ties with that country? 


2. Type "BTTIP" on the message screen. 1. Go to "Write messages" on your mobile phone. 


2. Type "BTPOLL Y" for Yes. 

Type "BTPOLL N" for No. 

3. Send the message to the number "2424". 

Readers can also participate in the poll at www.business-today.com 


3. Send the message tothe number "2424". 








x 1 www.activemediatech.com 
NOTE e with Yer operators. Powered by ActiveMedia Technology 
INDEX IT-NRS (N.A.) 96, 97 
* * J 

List Of Advertisers JK Paper (ENZ Comm.) 10 

A K 

Air France (Euro RSCG) 45  Kajaria Ceramics (Triton Comm.) 125 

Airtel (Madison Advtg.) 166 Karur Vysya Bank (Hansavision) 111 

Alitalia (Boch & Fernsh Inc.) 61 Kerala Tourism-DOT 

Amity Business School (Stark Comm.) 23 

(Imagic Comm.) 107 M 

B : Madura Garments 

BBC (Direct) - 161 (McCann Erickson) 3,4 

Birla VXL (Digjam) Marriott Hotels (Direct) 102 

(Radiant Media) | 53 MICO (Results) 21 

Birla VXL (OCM) (Purnima Advtg.) 73 Microsoft (McCann Erickson) 65, 109 

Bose Corp. (Carat) 115 N 

ӨТ Acumen (N.A) 132,133 wm (Rashtriya Advtg.) 131 

C Nokia (Carat) 16, 17 

Citibank (The Media Edge) Rev FC G/F P 

Citizen Watches " Я 

(Hakuhodo Percept) 30-33 Philips India (Carat) 87, 89, 91 

CKC (Scion Advtg.) I3 ER ; 

Color Plus (Fortune Comm.) IBC Кау Ban (Capital Advtg.) 63 

Crabtree India (Results) 47 Коа (Pressman Advtg.) 79 

D S 

Diebold Inc. (Goldmine) 59 Samsung (Cheil Comm./ 

Drish Shoes (Herald Advtg.) 25 Contract Advtg.) 9,11 

E Shanthi Gears (Sasi Advtg.) 121 
; Singapore Airlines 

2 (Opus Creative) 77 (The Media Edge) 15 

Sinhgad Tech. Edu. (Ankit Advtg) 123 

Fortune (N.A.) 46 Skoda (AK & I Advtg.) IFC 

G Sports Apparel India 

GE Capital (Grey Worldwide) 95 (Euro RSCG) 49, 51 

GM Pens Intl. (LOWE) 69 T 

H Toyota Kirloskar Motors 

Hewlett-Packard (Dentsu Comm.) 27 

(Publicis) 29,71,101,127 y 

Honda Motorcycle (Results) 113 Videocon Intl. (Confidence) 43 


Hyatt Intl. (Top Rider Comm.) 83 

Hyundai (Cheil Comm.) 40,41 W 

I Welsh Dev. Agency (Roger Pereira) 117 
ІВМ (Ogilvy & Mather) OBC, 18 World Golf Champ. (N.A.) 140,141 


ICFAI 139,155 X 
ITD (N.A.) 159 XLRI (Magnum Intergrafiks) 35 





imagine a video mp3 player that goes with you anywhere. 


Imagine natural sound with Samsung's exclusive DNSe sound engine, a brilliant LCD screen, and a powerfu 
20-hour battery. You'll never be bored again. With the Samsung MP3 player, it's not that hard to imagine 


To learn more, visit www.samsung.corm/india 


«LU 


bt letters 


Ideal for 


BEST LETTER 


iai: The Ви 





Best letter wins 
a HIDESIGN travel bag 


„8. 
ЈК PAPER LTD. 


ading d lasting (nt 12014409t4 





Apropos your cover story Tata's 
Rs 1-lakh Car, Ratan Tata is going 
to start a revolution not only in the 
Indian auto industry, but the global 
one as well. The car, once launched, 
will make India an innovative and 
low-cost manufacturing hub. 


SANTOSH YADAV, through e-mail 


Sport Takes Centrestage 


Your special story The Business Of 


Sports (Br, October 9, 2005) made 
interesting reading. It seems that 
we are finally on the verge of beco- 
ming a sports-minded nation—a 
matter of both pride and relief. 


Auto Giant In The Making! 
Apropos your cover story Tata's 
Rs 1-lakh Car (Br, October 9, 
2005), Ratan Tata is not just a 
leader of vision, but also one who 
has courage of conviction. What 
would have seemed like virtual sui- 
cide to others was to him the next 
logical step Tata Motors had to 
take to be in the reckoning on 
Indian roads. And like a true leader, 
he motivated his team to turn his 
dream into reality. Kudos to one of 
the greatest-ever business leaders 
this country has produced. 

AJAYA PRASAD, through e-mail 


Thank God that, for once, cricket is 
not hogging all the limelight. 
SONAM, through e-mail 


Apropros your special story The 
Business Of Sports, if we want to 
produce more Sanias, Narains, 
Atwals and Rathores, then we first 
have to get rid of our over-obsession 
with cricket. The government also 
needs to do its bit by promoting 
all kinds of sports at the grassroot 
level. And parents also need to 
change their mindset by encouraging 
their kids to take up other sports 
besides cricket. 


BAL GOVIND, through e-mail 


India’s Pride 

Your cover story Dial D For 
Diversification (BT, September 25, 
2005) was quite apt. Bharti 
Enterprises’ youthful effervescence 
coupled with its strategic diversifi- 
cation plans across businesses and 


deeper penetration in the existing 
operations has definitely made it 
the “it” company. The Mittals are 
constantly morphing and adapting 
their conglomerate to survive and 
surge ahead. With the way things 
are going, Bharti will sooner, rather 
than later, attain the heights reached 
by the Tatas and the like. 


ALOK SRIVASTAVA, through e-mail 


Corrections 

Eveready's rights to the BPL brand 
name would expire after 30 months 
and not 30 days as mentioned 
under the column Headliner in the 
Trends section of the October 9, 
2005 issue of BT. 


In It's Red Hot (Br, October 9, 2005) 
in the table, “The Potential in 
Processing", all numbers were missing 
a zero. For instance, the size of the 
processed foods industry in 2003-04 
is not Rs 46,000 crore but Rs 4,60,000 
crore. The errors are regretted. 
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` bt editorials 


Is The Boom Over? 


HAT THE GREAT INDIAN BULL IS ALIVE (IN FACT JUST 

born, some would aver) and snorting its way 
towards the 16,000 or 18,000 or 25,000 Sensex high 
point—depending on who you listen to—would have 
been infinitely easier to believe if Dalal Street’s universe 
was confined to just 30 Sensex stocks, and perhaps a 
handful of mid-caps that appear best placed to pole- 
vault into the elite space in three to five years. But then 
that's wishful thinking, and markets everywhere in 
true democratic fashion provide sanctuary to all— 
cats and dogs included. Now, the Finance Minister may 
be sleeping peacefully at night, assuring himself that the 
valuations of the benchmark indices are still under 
the top. But should he be doing a double-take if the 
cream of the stock markets begins suddenly diverging 
away from the rest of the pack, which often indicates 
a bull market is in its final stages? 

Now, that may be tough to believe, against a san- 
guine background of rapid economic growth, com- 
fortable double-digit earnings surges, and rampant liq- 
uidity. Yet, a classical sign of a late-stage bull run is 
when market breadth—the ratio of advancing stocks 
to declining ones is one good indicator of that— 
goes awry; this typically happens once the cats and 
dogs, fuelled by greedy money, shoot through the 
roof, bag outlandish values (Р/Е$ of 1,000, anybody?), 
and eventually come crashing down. 

Last fortnight, even as the Sensex and the Nifty con- 
tinued their upward journey, their mid-cap and small- 
cap brethren were finding it difficult to keep pace. On 
the last day of September, for instance, the advance- 
decline ratio was skewed at closing at 1:5, with just 





Miles To Go Yet 


F LAST FORTNIGHT'S MAGIC NUMBER WAS 8.5 PER CENT 

(that was the Centre for Monitoring Indian 
Economy's estimate of the industrial growth), then 
this fortnight's is 8.1 per cent, the Central Statistical 
Organisation's (CSO) estimate of the economy's growth 
rate in the April-June quarter. There's no denying the 
feel-good value of this number: at one level, it reassures 
foreign investors (both direct and portfolio) that the 
India story is still very much on. At another, it seems to 
back the increased valuations of Sensex stocks. And at 
still another, it can be interpreted as an indication 
that the government and the Finance Minister of the 
day are doing a good job. 


12 BUSINESS TODAY OCTOBER 23 


2005 





424 stocks ending higher and 2,101 closing lower. 
Whilst the Sensex didn't lose ground, the BSE Mid- 
cap and BSE Small-cap indices came down a notch. 
On September 28, the divergence was even more 
glaring: Even as the Sensex gained almost nearly a 
percentage point to close in the 8,600 region for the 
first time in its history, losers outpaced gainers on 
the BSE by a 1.8:1 ratio. 

If this trend of weakening market breadth contin- 
ues—and it might well for some time to come, given the 
heady levels to which thousands of small-caps and a 
handful of mid-caps have been driven to—it can point 
only to one thing: Without breadth, the markets may 
choke. A significant correction is on the cards. 





The economy’s growing: But the roads are as bad as ever 
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If there is cause for concern (and there is, just a lit- 
tle bit), it stems from CSO’s track record of revising its 
own data. And, it comes from the detail that the 
agriculture sector grew by a mere 2 per cent in the 
April-June quarter this year, much lower than the 3.8 
per cent it had grown by in the same quarter in 
2004-05. In the years the Indian economy has done 
well, the agriculture sector has been an out-per- 
former. It may be premature to reach (attractive as it 
may sound), on the basis of a quarter's data, the 
conclusion that the Indian economy is finally break- 
ing free of its dependence from agriculture. 

The real issue concerns our ability, as a people, to 


celebrate this achievement without forgetting that 
there is still a whole lot of work to be done. India may 
be the flavour of the season as far as foreign investors 
are concerned, but it is a minnow when compared to 
China in terms of exports, one sure measure of an eco- 
nomy's competitiveness and success. And the real issue 
concerns this government's willingness to think really 
long-term (China, for instance, is shopping for $50 bil- 
lion or Rs 2,20,000 crore worth of nuclear reactors in 
an effort to improve its power situation) and do the 
kind of things it has to. Then, talk of labour-reforms 
and the need to improve infrastructure is boring. 
That of an 8.1 per cent growth isn't. 








Digital Generation 


HENEVER A NEW TECHNOLOGY COMES ALONG, 
W ther are inevitably more critics than believers. 
The steam engine, the radio, the telephone were all met 
with scepticism when first introduced to the world. (In 
fact, the inventor of the steam engine, James Watt, him- 
self did not think it was possible to make pistons and 
cylinders that did not leak under high pressure.) Yet, 
time has always proved the critics wrong and the 
believers, right. So, we hope, will be the case with 
MIT technology don, Nicholas Negroponte's plans of 
building and supplying $100 (Rs 4,400) laptops to 
school children across developing countries. If there's 
any innovation that has the potential to give the mass 
of world's poor, under-privileged, and under-fed chil- 
dren a chance at life, it could well be this. Why? 
There are several issues that Negroponte's $100 lap- 
top promises to stitch together quite nicely. One is, of 
course, the future of our society itself. It is safe to say 
that it will only get more digital in years to come. 
Therefore, anyone who is not computer savvy will be 
relegated to low-tech—hence, low-end—jobs that 
don't fetch much. By making an entire generation 
computer literate early on, the low-priced laptop could 
possibly ensure their future in the workplace. Agreed, 
a laptop is only a tool of learning and not learning itself. 
But it is a powerful tool in making the process of 
learning far more engaging and interactive than it cur- 
rently is for millions of poor children. Imagine, for a 
moment, that you are a 10-year-old living in a vil- 
lage that has no electricity. Ordinarily, your learning is 
limited to daylight, unless you are motivated enough to 
study by the candlelight. Now, imagine again, along 
comes a laptop that requires no electricity (its battery 
can be charged manually) but has all the features of a 
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More than a laptop: India should go back to wooing MIT 


regular laptop, except a gargantuan hard disk. Suddenly, 
the process of learning, and the content itself, becomes 
much richer. The chances of a poor child being gen- 
uinely interested in studying all the way up to high 
school or college are brighter. 

Because Negroponte’s project holds so much prom- 
ise, it must not fail. A low-priced personal computer has 
long been the quest of hardware manufacturers around 
the world, including India, where the handheld 
Simputer made its debut not too long ago. But the tech- 
nology adventurers have been tripped up repeatedly. As 
they’ve discovered, price is not the only thing that 
consumers look for; rather, they look for value. That 
means software in local languages, applications that are 
suited to local needs and, most of all, internet con- 
nectivity. Fortunately, the Mrr professor has Google, 
AMD and Red Hat on his side. It's in their interest 
that the digital market explodes. ш 
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Power Play INSTANT ЇР 


The fortnight’s burning question. 
Money. Glory. And power. Just why everyone LU RA ТАЗЫ: 
wants a piece of cricket in India. ARCHNA SHUKLA AQ 





VEN PEOPLE WHO KNOW JAGMOHAN DALMIYA, THE PATRON-IN-CHIEF 
of the Board of Control for Cricket in India (BCC), can be forgiven 
for forgetting that he inherited a reasonably large and profitable 
construction business at the age of 19. At 65, if there is one thing the 
wealthy Marwari from Kolkata is synonymous with, it is cricket. He has 
thrice been President of BCCI, which makes him, according to the 
organisation's rules, ineligible for any more terms, one reason why he got 
the organisation to create his current position—the creation of the 
post and his appointment to it are both being questioned in the courts— 
and he has served as President of the International Cricket Council (СС). 
k Inthe corridors of cricket, he is renowned for his marketing savvy that 
` has helped the cause of the game across the world and benefited the 
boards of most cricket-playing nations. Dalmiya's desire to call the 
shots as far as cricket is concerned in India is not surprising: he was behind 
India's successful bid to host the 1987 World Cup (sponsored by 
Reliance), he made BCCI the richest cricket board in the world, and he 
understandably wants to continue to be in charge, irrespective of his des- 
ignation. As patron-in-chief, for instance, it is he and not the president 
of BCCI who represents the board at ICC meetings. “Had всс1 been under 
the charge of politicians or bureaucrats, cricket's fate in India would have 
been no different from football's or hockey’s,” says Kishore Rungta, for- 
mer treasurer of the board. “It is only thanks to Dalmiya’s business acu- 
men that Indian cricket has become profitable." 
* The problem is, others want a piece of the action. 
The reason: A combination of money, power 
and a little bit of glory. That’s money as in the No, except for oil companies. 
amount the BCCI earns, around Rs 400 Gagan Banga, Executive Director, 
crore a year now by some estimates (and Indiabulls Financial Services 
set to increase steeply this year), a little We cannot consider advance tax 








less than $100 million (Rs 440 crore) payment an indicator because 
and not a great deal in a country many companies have undertaken 
that boasted, at last count, some 63 capacity expansion activities, 
companies that gross revenues in thereby benefiting from tax 
excess of $1 billion (Rs 4,400 crore) concessions. Earnings wil! 
a year. Then, BCCI isn't a company. It continue to grow in the 15-20 
is a “non-profit organisation”, per cent range. 

according to one member, and its COMPILED BY MAHESH NAYAK 


membership is a restricted affair. Any 
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state cricket association that has the wherewithal 
to stage an international match gets to vote— 
India’s Railway Minister Lalu Prasad Yadav, 
who heads the Bihar Cricket Association, des- 
perately wants a vote—and the heads of such 
associations and the president of BCCI vote to elect 
the five office bearers of BCCI. As this magazine 
goes to press, there are reports that BCCI will 
share, with its members, some of the money it has 
earned from cricket rights in 2004. 

Hard as it may seem to believe, cricket is 
the most popular game in only three of the 
world’s 10 Test playing nations (that may have 
become four with England’s recent Ashes win 
over Australia, although it is likely that football 
retains its premier spot in that country), India, 
Pakistan and Sri Lanka. India alone accounts 
for around 75 per cent of the global viewership 
of cricket. Over the past five years, there has been 
a 1,000 per cent increase in the rates for cricket 
telecast rights in India. Controversies and court 
cases over BCCI's seemingly ad hoc way of award- 
ing these rights abound, but over the next four 


The BCCI Chief's role іп the ICC is like 


that of the only permanent member on 
the UN security council with a veto 





years, the board is expected to earn at least 
$310 million (Rs 1,364 crore) from this. Then, 
there’s team sponsorship (currently Rs 46 lakh a 
match, but the deal is to be renewed this year and 
BCCI expects to get at least 200 per cent more), 
title sponsorship (Rs 96 lakh a match), a share of 
profits of the ICC from the World Cup and 
Champions Trophy, and a share of income of 
state cricket associations. Finally, there's visibil- 
ity (the BCCI president gets, arguably, more press 
than India's leader of the opposition), and the fact 
that in the global scheme of things, the BCCI 
chiefs role in the ICC is akin to that of being the 
only permanent member of the United Nations 
Security Council with a veto. 

That would explain the desire of India's 
Agriculture Minister and National Congress 
Party chief Sharad Pawar to become president of 
the board. Only, Dalmiya is having none of that 
and after a messy first attempt in late September, 
Pawar has retreated to try again towards the 
end of October (which is when the election to the 
top post of BCCI will likely happen). The funny 
thing is, it is no longer about cricket. 
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THE FIGHT OVER 





TAM and MRUC go to war. 


Contends that the sample 
size of households TAM 
covers is too small when 
decisions worth Rs 5,000 
crore depend on it 


" “М Lynn De Souza/ Director/ LINTAS 





N THE RED CORNER IS LYNN DE SOUZA, DIRECTOR (MEDIA 

Services), Lintas India, a media-planner often quoted 
in magazines such as this one, and the emerging voice 
of the Media Research Users Council (MRUC), a group 
of some 196 entities, some media organisations, others 
advertising agencies. 

In the blue corner is L.V. Krishnan, CEO, TAM Media 
Research, the country's most respected audience meas- 
urement agency that works in association with (and con- 
sequently, should have the support of) the Indian Society 
of Advertisers (ISA), the Indian Broadcasting Federation (IBF) 
and the Advertising Agencies Association of India (AAAI). 

At stake is the number of households TAM covers 
(4,800). That isn't enough, contends de Souza. Not when de- 
cisions worth Rs 5,000 crore (that's the value of advertising 
on television) have to be made on the basis of this research. 

TAM's Krishnan counters that in terms of number of 
people polled (20,000 across the 4,800 households), his 
firm's panel is the largest in the world. And the number 
of households covered will soon increase to 10,300. 

There is some overlap between the membership of 
MRUC and TAM's supporters (AAAI, ISA and IBF). “We 
are putting a question mark over our own decisions 
taken in the past by raising such objections,” says 
Chintamani Rao, CEO, India TV, and an MRUC member. 
It promises to get interesting. 


ARCHNA SHUKLA 


Counters that the num- 
ber of people polled 
makes TAM's panel 
the largest in the world, 
and the households 
covered will go up soon 


L.V. Krishnan/ CEO/ TAM 
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Lever Gets Edgy 


Creative renaissance or desperate search for growth? You decide. 


OR A LONG TIME, INDIAN 

advertising’s worst kept secret 

was the way Hindustan Lever 
Limited’s ads were made. “They 
have rules,” whispered some 
ad-men. “You have to show the 
product a certain number of times,” 
whispered others. And although the 
company did try and do something 
different once in a while, like Lalitaji, 
the irritatingly-endearing (or 
endearingly-irritating) housewife 
who would lecture viewers about 
samajhdari (intelligence), its adver- 
tising remained by and large boring, 
and functional. 

The past 12 months have seen 
this changing (and how!). First came 
Shabana Azmi vending CSR (corpo- 
rate social responsibility) and civic 
sense, along with detergent, in an ad 
for Surf (use this and save two buck- 
ets of water a day, it said). Then 
came another tugging-at-Every- 
man’s-civic-sense ad, of children 
cleaning up their filthy neighbour- 
hood (Lifebuoy soap kept them free 
from infections). And the overtly 
sexual-ads for ice cream (it’s not 
just Haagen-Dazs that can use sex to 
sell ice creams, the company seemed 
to be telling its critics) and toilet-soap 
Liril. Finally, just over a month аро, 
HLL did the unthinkable and put a 
man in an ad for a woman's soap 
(Shahrukh Khan, petals, Lux and 
lots of lovely leading Lux ladies, 
and, not to forget, a giant bath tub). 

If there ever was a rule-book at 
Lever House, HLL's Mumbai HQ, it 
has been torn up and thrown out. 
After three years of declining sales, 
the company is seeing growth again 
and it is difficult to say what came 
first, the growth or the new adver- 
tising aggressiveness. All a Lever's 
spokesperson would say was, 
“Indian consumers have changed 
in character over the years—they 
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New Rules: Liril's racy ad (top) and Lux's we-swing-both-ways one 


are more youthful, modern, ener- 
getic and full of vitality. A brand 
communication is targeted to this 
new generation of Indians.” Or it 
could simply be that the country’s 
biggest advertiser (it spent Rs 834 
crore on advertising and sales pro- 
motion in 2004) wants more bang 
for its buck. There is, after all, a 
limit to what economies of media 
planning and buying can do. 
Nothing, it would appear, is 
taboo at HLL. And the company’s 
just-over-a-year old Advanced Brand 
Communication (ABC) process seems 
to have taken its relationship with 
advertising agencies to a new level. 
At the core of this process are two 
ABC custodians, one from the agency 
and another from the company to 
whom HLL brand managers pitch 
briefs. The two may agree with the 
brand manager, offer some sugges- 
tions for incremental improvements, 
or choose to shred the brief (in 
which case the manager goes back to 


draft another), but nothing goes 
ahead without their approval. “With 
HLL, it is black and white. They 
either continue doing time-and- 
tested stuff or break truly new 
ground. And now they’re pushing 
for cutting-edge stuff,” says 
R. Balakrishnan (Balki), National 
Creative Director, Lowe India. 

In its time, Liril’s waterfall (a 
popular theme in the first few cam- 
paigns for the brand) may have pro- 
vided an escape from drudgery for a 
housewife, but today’s woman needs 
something else, indulgence, inti- 
macy, mayhap a little kinkiness. “As 
an advertiser, HLL is alive to brand- 
led consumer sensibilities,” says 
Santosh Desai, President, McCann 
Erickson. And so, adds Balki, “the 
ads tell you what the brand can do 
for you, and you decide what you 
want to do for yourself”. Only, HLL 
no longer tells the agency what its 
advertising-rules say. 

SHAILESH DOBHAL 


Just bring yourself. Never mind the tired limbs. The drowsy eyes. The weary mind 


Enter refreshing Kerala. Unnaturally green. Unbelievably beautiful. God's Own C« 


No checks. No formalities. No make up. 100% natural 
Get rid of all excess baggage. From the mind. The body. The soul 
Check out simple pleasures. Nature. Ayurveda. A rich culture 
On your return, you'll have quite a bit to declare. Peace. Good health. Contentment 
Kerala. Come, look at life in a new light Ж 


intra) kerala 


One of the ten paradises of the world 
National Geographic Traveler info@keralatourism.org | Call: 1-600-425-4747 





bt trends 


Slipping On SEZs? 


India’s most high-profile SEZ, in Navi Mumbai, runs into some trouble... 





SKIL's Nikhil Gandhi: It looked 
so easy then 


NaS LIfNYS 


Y THE TIME THIS MAGAZINE 
Bes the stands, the courts 

may have resolved an issue 
that could well derail the country’s 
showpiece SEZ (special export zone) 
project, the 10,835-acre Navi 
Mumbai one, or they may have, as 
is more likely, pushed the hearing to 
another date. 

The facts of the case are straight- 
forward: bids for the project opened 
in January 2004; 10 bids, including 
those from the Reliance Group, 
Essar, and two international firms 
were received; the highest bidder 
was Nikhil Gandhi's SKIL (it bid a 
total of around Rs 4,400 crore); 
things looked to be on stream (a 
financial closure was achieved, a 
master plan drawn up and key 
lenders identified); then, in late 
September, a subsidiary of Reliance 
Industries picked up a 20 per cent 
equity stake in the Navi Mumbai 
Integrated SEZ (NMISEZ)—as SKIL has 
named the sEz—for, if the buzz is to 
be believed, close to Rs 1,000 
crore, and all hell broke loose. 

Anik Consortium, a losing bid- 
der, has filed a suit before the 
Mumbai High Court, alleging that 


Reliance has replaced SKIL as the 
leader of the consortium (This 
would flout the bid-agreement). 
That hasn’t happened yet; according 
to information available with this 
magazine, SKIL and its affiliates still 
own 52 per cent of NMISEZ, the 
Maharashtra state-owned CIDCO, 
26 per cent, the Reliance subsidiary, 
20 per cent, and others 2 per cent; 
however, the project does require a 
substantial infusion of funds over 
three phases, at least Rs 13,000 
crore and if Reliance should choose 
to bring in the money as equity in 
the future, and SKIL allows this, 
Anik's fears could well turn true. 
The fate of the world's first pri- 
vately-owned SEZ, thus, one that 
has already roped in some 500 
organisations interested in setting up 
base there, and could fetch reve- 
nues of $3 billion (Rs 13,200 crore) 
a year for the consortium when all 
phases are developed in the next 
seven-and-a-half years (apart from 
being the centre of economic activ- 
ity that will create jobs, generate 
wealth and make Indian exports 
competitive), hangs in balance. 
KUMARKAUSHALAM 











EZS ARE PART OF THE ECONOMIC FAIRY TALE STORY THAT HAS TAKEN CHINA TO WHERE IT IS 

today. On November 1, the SEZ Act will be notified by India and it could well 
be the first line of a similar tale featuring India in a leading role. "We have 
cleared, in principle, 61 SEZs, and if all get implemented over the next two-three 
years, the investment will be to the order of Rs 60,000 crore," says Gopal K. Pillai, 
Additional Secretary, Ministry of Commerce and Industry. The government expects 
SEZs to, apart from fuelling economic activity and exports, generate some 
100,000 jobs over the next three-to-five years. One recent SEZ proposal 
cleared by the government is from Finnish phone major Nokia that is investing 
Rs 675 crore in an SEZ near Chennai that will host, apart from its own facility, 
those of 200 of its vendors. The very fact that the ministry cleared this proposal 


within a day shows how much it wants the SEZ concept to succeed. 
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Ringing in: Nokia's SEZ will 
host 200 of its vendors 
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Short Code Nation | 


res KD 


With some 1,500 codes out there, its chaos and lucre rolled into one. 


NE DAY IN JUNE THIS YEAR, SHORTLY AFTER STAR 

TV announced the second season of its popular 

game show based on Who Wants to be a 
Millionaire?, Kaun Banega Crorepati 2, the company’s 
telecom partner Airtel (the service brand of Bharti 
Tele-Ventures) received 700,000 messages from peo- 
ple who wanted to be on the show. Another television 
show, Fame Gurukul, this one on Sony Entertainment 
Television, received 4,000,000 messages over 14 days. 
All such messages travel through the networks of 
India’s mobile telcos and, therefore, through air, and if 
it were physically possible to see them, it will be easy to 
understand that the air around us is crowded with 
messages. Some are user-to-user messages, but others are 


2424: Aaj Tak-News headlines, Polls 
7333: Rediff-Ringtones, Wallpapers 
8243: Yahoo!-Ringtones, Wallpapers 


6388: NDTV-News headiines, Polls 
9090: Sahara-News headlines, Polls 


Popular Short Codes 


8888: Indiatimes-News, Ringtones, Wallpapers (services offered) of the Rs 400-crore value-added 


4646: Hungama-Mobile content applications, Games 
2525: Sony Television-Campaigns, Programme details 


7827: STAR TV-Campaigns, News headlines 
1234: Reliance India Mobile-Value-added services 


the mobile operator. The short code is essentially a num- 
ber a subscriber uses to download or access an appli- 
cation or content (in industry parlance, it is called 
application-to-peer messaging). 

The short point is this: India is, today, a nation of 
short codes. Content companies, service firms (such as 
banks) and the operators themselves are using short 
codes for promotions, to sell their services, or to sim- 
ply interact with their viewers or customers as the 
case may be. By some estimates, there are around 
1,500 short codes out there. *There are around 50 mil- 
lion messages a month going out on short code," says 
a senior executive at Bharti Tele-Ventures. That's 600 
million messages out of a total of 13-15 billion messages 

a year, and at an average of Rs 3 a 
pop, it adds up to annual revenues of 
Rs 180 crore, almost half the size 


services (VAS) market in mobile 
telephony. *These numbers can eas- 
ily double in a year," says Kaustuv 
Ghosh, Country Manager, Mobile 
365, a Us-based messaging solutions 
company that has recently set up 
shop in India. By 2010, the market 
could be 10 times its current size. 
Apart from the government's 
share (as per licensing agreements, 
the government gets 15 per cent of 


8282: Tata Indicom-5Ms tunes, Games 
7245: IRCTC-Mobile ticketing 

646: Airtel-intormation on mobile services 
123: Hutch-Information on mobile services 


the revenue generated by mobile 
telcos), revenues from short codes 
are shared between the content 
owner or service provider (which 







Not in any order 


messages sent by 
viewers in response to a TV 
programme, those between banks 
and customers involving routine banking 
transactions and those involving premium content 
services being offered by telcos and other content 
companies, including the download of ringtones, wall- 
papers, games and the like. 

All the latter go through a short code, a three-, 
four- or five-digit number (sometimes, but rarely, six 
too) that is different from the nine-digit mobile num- 
ber used in peer-to-peer messaging and is assigned by 
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676766: ICICI Bank-tansaction details 
676788: Kotak Mahindra Bank-Transaction details 


get to keep 10-35 per cent) and the 
telco (50-75 per cent; and 85 per 
cent for its own short code serv- 
ice). Companies entering the busi- 
ness typically get to choose their own codes (in the 
United Kingdom, for instance, there is a short code 
management group, an industry body, that does the 
allotment), and then strike individual deals with 
operators or hire the services of a technology-provider 
that serves as an intermediary. The process of config- 
uring a short code across regions could take as much 
as six months ( it usually does less), with the telcos, 
which control access, calling the shots. That could 
change if content companies evolve strong short 
code brands of their own. 

SAHAD P.V. 
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ELSS In Demand 


Because investments of up to Rs 1 lakh are now tax free. 


flavour of the season. Reason: the government has decided 
that investments of up to Rs 1 lakh per annum in ELss will be 
exempt from income tax. The 2005-06 Budget allows tax exemption 
for savings of up to Rs 1 lakh in select instruments. The latest 
decision means individuals can now put the entire corpus of tax- 
exempted savings into ELSS, turning them, in effect, into tax saver 
funds. Expectedly, several funds have lined up these schemes to tap 
the sudden surge in investor interest. In September, Reliance 
Mutual Fund mobilised nearly Rs 670 crore from its Tax Saver Fund. 
And last week, Kotak Mutual Fund and Chola Mutual Fund 
launched their versions of this scheme. 
As always, intense competition is benefiting consumers. Almost all 
the funds are offering free add-ons to differentiate themselves from 
others. In the process, ironically, all of them are ending up resembling 


E: LINKED SAVINGS SCHEMES, OR ELSS, ARE SUDDENLY THE 


An Alluring Choice 


Absolute (95) 
Returns 





Compounded (%) 
Annualised Returns 


ELSS Aug July June Мау Ар! March Feb January” 


Т RU R 1 1 7 90 [| Vt һ/ 183 “+ 
„020. 692.60 OLU Fu 0680.6 b/3.b: Б: 


each other. They are offering life covers to go with the ELSS a la the unit 
linked schemes of insurance companies, popularly known as ULIP. 
Reliance Mutual Fund's ELSS offers personal accident death insurance 
with a maximum cover of Rs 5 lakh. Kotak Mutual Fund is offering life 
cover (for natural or accident deaths) up to twice the investment if that 
figure is above Rs 1 lakh. For investments of less than Rs 1 lakh, it is 
offering a life cover equal to the investment in case of natural death and 
twice the amount in case of accidental death. 

Sandesh Kirkire, CEO, Kotak AMC, says: “ELSS schemes give fund 
managers lots of flexibility, as the money remains locked in for three 
years.” Adds Sameer Kamdar, Country Head (Mutual Fund), Mata 
Securities: “The rush for ELss schemes is driven by the tax concession. 
The insurance cover is just the icing on the cake.” 

Interestingly, ELSS has—over the last three months, six months and 
one year—outperformed diversified funds as well as the BSE Sensex. In 
the last one year, ELss has given returns of 76.35 per cent on a com- 
pounded annualised basis, compared to returns of 64 per cent by 
diversified equity schemes and 56.5 per cent by the Sensex. 

MAHESH NAYAK 
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SHAMIK BANERJEE 


HOW THE TATAS 





TMIL's Saxena: Hauling it up 


F5 MOST COMPANIES, LOGISTICS IS 
a headache best outsourced to a 
service provider. So it was for Tata 
Steel, until three years ago, when it 
turned its logistics arm into a joint 
venture company with IQ Martrade 
Holding, a German company. Today, 
the Rs 206-crore TM International 
Logistics, which offers everything 
from chartering to freight forwarding 
to port management, is beginning to 
spread its wings both outside the 
Tata Group, which accounts for half 
of its revenues, and the country. 
"We have drawn up plans to get 
into logistic business in neighbouring 
countries like Bangladesh, Myanmar, 
Sri Lanka and Thailand," says S.C. 
Saxena, Managing Director, TMIL. 
His target: Touch Rs 1,000 crore in 
revenues by 2008. The company 
has earmarked Rs 250 crore in 
capital expenditure to, among 
others, expand its fleet from 14 to 
20, set up new terminals on the 
East and West coasts, and develop 
a minor port. Considering that the 
largely unorganised logistics industry 
is $14 billion (Rs 61,600 crore) in 
size, the Tatas have more than 
enough room to grow. 

RITWIK MUKHERJEE 
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bt trends 


.. Should We Worry? | 


What the future holds for India’s best and brightest. 





Sa el а 





IT & ITES 
| No. The momentum, it would seem, is 
"| with Indian IT services firms. Bigger 
| deals, some in Europe, and new stre- 
ams of revenues should help their - 
cause. "There will be growth from new 
service lines and new geographies,” 
says Divya Nagarajan, an IT analyst at Mumbai-brokerage 
Motilal Oswal Securities. Why, companies, according to Alok 
Misra, Group CFO, MphasiS, are even showing marginal 
increases in billing rates. 





AUTO & AUTO COMPONENTS 

Not really. The year has been pretty bad 
for the Indian auto industry with falling 
demand (courtesy higher fuel rates, for 
one) hurting the revenues of most play- 
ers. The coming festive season, when 
demand usually peaks, could change 
that. Alpa Shah, an auto analyst at Khandwala Securities, 
thinks so and proffers growth numbers of 12 per cent for 
cars and 13-14 per cent for scooters and motorcycles. “1 
expect the second half to see great growth,” adds Rajive 
Saharia, Deputy General Manager, Honda SIEL. And with 
capacities coming on stream, auto component firms look 
set to benefit from the export market. 





PHARMA 

Yes. Companies may protect their 
revenues and profits, but growth 
will come after 2006 when drugs 
worth some $13.5 billion 
(Rs 59,400 crore) go off patent in 
the US. Even then, says Saion 





Mukherjee, Pharma Analyst, BRICS Securities, “com- 
petition in the US may impact growth”. “Wait for the 
next few years", counters G.V. Prasad, CEO, 
Dr Reddy’s Labs, and R&D effo 


rts “will bear fruit”. 


TELECOMMUNICATIONS 

No. A recent report by Citigroup 
names India as the ‘top choice’ for 
growth in the telecom sector in the 
entire Asia Pacific region. That 
shouldn't surprise anyone: India's 
mobile telephony base is set to 
increase from 65 million to over 75 million in the next six 
months. Telcos will invest some Rs 20,000 crore over 
the next five years to grow the business, increase reach ` 
and adopt newer technologies. "Costs will be driven lower 
and along with the addition of more towns to the network, 
subscriber numbers will grow like never before," says 
Vikram Mehmi, Managing Director, Idea Cellular. 
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í td ‘is going to run out of power. 








FAST MOVING CONSUMER GOODS 
No. This year’s reasonably good monsoon 
will help and the benefits of GDP growth 
seem to be percolating down the economic 
order. “We are approaching a tipping point 
in disposable income after which spending 
on FMCGs rises significantly,” says Hoshedar Press, Executive 
Director and President, Godrej Consumer Products, adding that 
input costs are unlikely to be a cause for concern. Analysts con- 
cur. “Volume growth is coupled with value growth as companies 
have managed to increase prices,” adds Nikhil Vohra, Vice 
President, Research, SSKI. 





CONSTRUCTION, ENGINEERING & 
INFRASTRUCTURE 

Occasionally. Infrastructure, or the creation 
of that, may be this govemment's theme (as 
indeed, it was of its predecessors) and 
that could explain why companies are as 
bullish as they are about this sector. "Over 
the next year, both revenues and profits will grow in the 
range of 15-20 per cent," says R.N. Mukhija, President, 
L&T. "There is, however, not too much clarity on most projects 
with respect to the execution," cautions Jigar Shah, Director, 
KR Choksey Shares & Securities, referring to the govern- 
ment's one-step-forward-two-half-step-back approach. 





» J STEEL 
ФР’ Yes & No. High prices, and high input 
costs, remain an area of concern, although 
a surge in demand, on the back of the 
> ار‎ boom in construction and infrastructure, 
could help offset that. “From April this 
year, demand has grown by 16 per cent and the sector 
seems poised for take off," says Vikram Amin, Director (Sales 
& Marketing), Essar Steel. “Integrated players could see their 
prices falling and only those companies in the processing 
sector could do well", on account of rising prices of raw materials 
and an imminent dip in steel prices, counters Rajeev Thakkar, 
Head (Research), Parag Parikh Financial Advisory Services. 











CEMENT 

No. The booming constr- 
uction and infrastructure 
sectors bode well for cement 
companies. A report put out 
by IL&FS Investmart pre- 
dicts that demand growth for cement will remain 
steady at over 8 per cent over the next few 
years. “The demand (growth) in excess of 12 per 
cent clocked in the 12 months ending June 
2005 indicates a strong growth momenturn,” it 
adds. Not surprisingly, companies echo this 
view, although they admit that the spiralling 
price of crude and its consequent impact on costs 
is a niggling worry. “Demand will remain robust,” 
says A.K. Jain, Executive Director, ACC. “Profits 
will be a function of cost and inflation." 


ENERGY TY] 
Yes. Spiralling oil prices and b. « 
the future of power sector 
reforms in India could well 
decide the prospects of this 
sector, which is key to a 
country's economic well- 
being. "The challenges include fuel supply, 
power purchase agreements and the overall 
pace of the restructuring of electricity boards,” 
says S. Ramakrishnan, Executive Director, Tata 
Power. And the government seems caught 
in a bind over increasing costs of oil. If it 
keeps prices of petrol, diesel, and other prod- 
ucts at the same level, its energy subsidies will 
soar (and the profits of oil companies such as 
IOC, BPCL and HPCL will plummet). If it 
countenances a ríse in prices to reduce sub- 
sidies, that could "threaten consumer senti- 
ment", according to a report from research and 
investment banking outfit, CLSA. 

KUSHAN MITRA AND KRISHNA GOPALAN 
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Branding The Tea Story 


India remains on the fringes of the global branded tea market. But that is changing. 


cer in the world. That’s old hat. 

Darjeeling teas are considered 
the Koh-i-noor among teas. That’s 
also well known. But we still 
haven't been able to leverage such 
strong geographical indicator (GI) 
patents as Darjeeling, Assam or 
Nilgiri teas. Result: India remains a 
commodity nation; branded teas— 
that’s where the real moolah lies— 
are still largely the monopoly of 
Western multinationals, 

But that is slowly changing. First, 
it was Tata Tea’s £270-million 
(Rs 1,890-crore then) takeover of 
UK’s Tetley four years ago (it remains 
the largest global acquisition by an 
Indian company). Now, Apeejay is 
set to pluck UK’s third biggest tea 
brand, Premier Foods’ Typhoo, in a 
£90-million (Rs 711-crore) deal. And 
Tata Tea is again on the prowl, this 
time in the US. Its target: a ready to 
drink (RTD) beverage brand. 

Once the Typhoo acquisition 
comes through (an announcement 
is expected any time), Indian 
companies will control two of 
the four biggest tea brands in the 
UK. Tetley and Typhoo are ranked 
#3 and #4, respectively. The top 
two are Unilever's PG Tips and 
ABF's (Associated British Foods) 
Twinings. *The continued con- 
solidation of tea enterprises (from 
plantations upwards) within and 


[e IS THE BIGGEST TEA PRODU- 








Commodity play: India is still a baby in the branded tea market 


outside India means that everyone 
is now looking at value-adds in 
this business,” says Harish Bijoor, 
a beverage industry veteran and 
independent consultant. This 
means: tea bags, RTD hot & cold 
teas, specialty teas and, ultimately, 
tea bars. And all these need strong 
brands to ride on. 

"But we're still nowhere when 
it comes to value addition in the 
global tea market," says Percy - 
Siganporia, MD, Tata Tea. He's 
right. Tata Tea-Tetley and Apeejay 


(assuming it bags Typhoo) will 
together control just over 5 per 
cent of UK's branded tea market. 
Unilever leads the market with a 
15 per cent share, followed by 
ABF with 4.5 per cent. 

So, let's have no illusions—India 
is not about to overturn the global 
tea order, not for quite sometime at 
least. But importantly, we are at 
least on the road to reclaiming a 
heritage, which should have been 
ours to start with. 

SHAILESH DOBHAL 
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Lair] 5 
а What: Hutch's ‘Chota Recharge’, 
a prepaid voucher that starts as 
low as Rs 10 


Uniqueness: There is no process- 
ing fee if the service is renewed 
within the validity period. The 
only deduction is the service tax 
of 8 per cent 


Why: Apparently, research shows customers hesitate to renew because 
of the high processing fee; for the record, 80 per cent of India’s mobile 
telephony users are prepaid-customers 


Effect: Another game-changer in mobile tariffs that are already amongst 
the lowest in the world 


Opinion: “This pricing innovation will bring a significant change in the prepaid 
industry,” says Sanjoy Mukerji, Operations Director, Hutchison Essar, Delhi 
SAHAD P.V. 
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Videocon Chairman 
Venugopal Dhoot: Trendsetter 


Outsourcing, 
Ahoy! 


Of branded 
manufacturing now. 


HEN SWEDISH WHITE GOODS 

major Electrolux AB turned 
over its ill-fated, loss-making Indian 
subsidiary, Electrolux Kelvinator 
India, lock, stock and brand to 
Videocon Industries three months 
ago, little did it realise that it was 
pioneering a trend. In the last 
week of September, Italy’s Fiat 
Spa announced a mega alliance 
with Tata Motors that will involve 
closing down its plants in India 
and piggybacking Tata Motor's 
manufacturing and distribution 
facilities to manufacture and sell its 
cars in India. Then, there are 
reports that Japan's Matsushita 
is looking at Godrej Appliances 
for a similar distribution (even 
equity) alliance for National 
Panasonic India's Panasonic brand 
of audio and visual products. 

So, what gives? Perhaps, this 
‘outsourcing’ is a reflection of the 
inability of sorne foreign players to 
make much headway in the Ind- 
ian market even after years of 
trying. Yet, a booming consumer 
market makes a complete exit 
not just hard-to-stomach for any 
big global brand, but also difficult 
to explain to the folks (and share- 
holders back home), not when 
everyone is singing the Chindia 
story. Maybe, these three exam- 
ples will show the way out for 
tens of other global brands that 
are merely surviving in India. 

SHAILESH DOBHAL 


Hutch On A High 


The telecom major gears up for an IPO. 











Hutch Essar MD Asim Ghosh: You get the message 





Two months after Essar Teleholdings announced 

a deal with Rajiv Chandrasekhar for the acquisi- 

tion of BPL Mobile Communications and BPL Mobile | 
Cellular, Hutch has acquired Essar's stake in the 

two companies for $1.15 billion (Rs 5,060 crore), bes- | 

ides Essar SpaceTel, which has applied for licences in 

| 


I* CONSOLIDATION TIME AT HUTCHISON ESSAR. 


seven circles, for $6 million (Rs 26.4 crore). The deve- 
lopments are seen as a precursor to the much-awaited 
IPO from Hutchison Essar. *We expect to complete 
the process (of the 1РО) by the end of the current 
financial year,” Essar Teleholdings’ CEO Vikash Saraf 
told вт. With these acquisitions, Hutch gains a pres- | 
ence in all the 23 telecom circles and its total sub- | 
scriber base tops 12 million. The valuation of 
Hutchison Essar following the mergers could be as 
much as $11 billion (Rs 48,400 crore, compared to | 
Bharti Tele-Venture's market cap of about Rs 65,000 
crore), with the Ruias of Essar owning 30.42 per cent 
stake in the company. Hutchison Telecom- 
munications International's CEO Dennis Lui says 
the investment signals the commitment of Hutchison 
Telecom and the Essar Group to being a major 
force in the mobile telecommunications space in | 
India. No one seems to doubt that now. 

KRISHNA GOPALAN 
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XLRI Jamshedpur, a premier management 


Institute, over the past 50 years has been shaping 
the minds and careers of several thousands of young 
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professionals. XLRI announces admission to the 
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p WATCH A bird's eye view of what’s hot and what's not on the 
- government’s policy radar. 





FOR A FEW HUNDRED CRORES IN TAXES MORE ONE FOR THE STATES 
KELKAR'S PROPOSALS |THE GOVERNMENT SEEMS TO HAVE 


"sir. R realised what we always 
= A single goods and service tax of 20 per cent бам УМА tanc tor the 


= Cut corporate tax rate from 36.8 per cent to goose is not necessarily sauce for 





30 per cent the gander. Prime Minister 

= Remove all area-based corporate tax . Manmohan Singh recently asked 

exemptions Agriculture Minister Sharad 

5 m Have three slabs of customs' duties (5 per Pawar to draw up state-specific 
x cent on raw materials, 8 per cent on plans for agriculture; one-size- 
o intermediate коз and 10 per cent бп fits-all programmes, the norm so 
z finished products far, will no longer do. “It's 
2 m Cut depreciation is from 25 to 15 per cent important to have state-specific 


policies to raise farm produc- 
THEY ALSO SERVE WHO ONLY STAND AND WAIT. VIJAY L. KELKAR, FORMER tion," Singh is reported to have 
advisor to the Finance Ministry and author of two reports on reforming the said. Result: Krishi Bhavan man- 
country's tax structure, has waited long enough. Now, it seems, his labours darins are back on their drawing 
may at last serve some purpose. The UPA government is desperately looking boards, working on special proj- 
for money to finance its ambitious projects. So, Kelkar’s reports are being | ®t for individual states. 
dusted off the shelves to see if they contain some answers. If implemented, it | З 
could lead to the elimination of tax-induced distortions—the much-mis- 
used incentives for setting up industries in backward areas could be the first 
to go—generate additional revenues and ease the fiscal pressure on the 
government. The report envisages attaining a nominal growth rate of 13 per 
cent (real growth: 8-9 per cent per annum) by 2008-09. 





NO TICKET TO RIDE | PM Singh: To each, his own 
RELIEF MIGHT BE AROUND THE CORNER FOR HARRIED PASSENGERS AND FLUS- | 
tered businessmen. The government is planning to prune the powers of ALL FOR FOOD SECURITY 
populist Railway Ministers (is it something about the corner room in Rail | THE GOVERNMENT HAS DECIDED TO 
Bhavan that breeds a particularly pernicious form of populism?) and their set up a National Rainfed Area 
babus. Their powers to fix ticket prices and freight rates are likely to be Authority for the development 
drastically cut. In an attempt to curb arbitrary and politically motivated of dry land and rainfed areas, 
pricing of railway fares, the government asked the Planning Commission which constitute 60 per cent 
to find a way of ensuring transparency in the procedures relating to it. of the sown area in the country. 
The suggested solution: index-linked charges. In simple terms, it means Food production has hit a 
ticket prices and freight rates will, henceforth, be linked to inflation. The | | Plateau in some of these areas, 
government is expected to take a decision on this shortly. and even declined in others. 
Hence, insulating them from 
LIFELINE FOR THE SMALL-SCALE SECTOR ee ae 
THE UPA GOVERNMENT IS DOING ITS BIT TO ENCOURAGE SMES (SMALL AND iu те єп РО: 
; PP EY nim irs SRSM tant for the country's food 
medium enterprises). “Public sector banks will have to achieve a mini- БЕЙНЕН Ө Minister 
mum 20 per cent year-on-year growth in credit to SMEs,” says Finance у. 
se ae: Manmohan Singh has asked 
Minister P. Chidambaram. The target: Rs 1,35,000-crore loans to the sec- : ROSE 
x Sek aeainst Rs 67.000 c his h the Planning Commission to 
tor over the next five years against Rs 67,000 crore now. Also on the prepare workable proposals to 
cards: a one-time settlement scheme to write off non-performing assets in address this problem. 
small units. The scheme will be in force up to March 31, 2006. ASHISH GUPTA 
ASHISH GUPTA 
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| Laboratories. has signed. another 
novel agreement for drug discovery 
and development. f hn > 
Perlecan Pharma, the company has 


investment from ICICI Ventures - 


(which funded the earlier deal too) - 
_ and Ciigoup Venture Capital (CVC) 






over the next decade," Chairman 
Anji Reddy said іп a release. As - 


per the plan, Dr Reddy's will trans- _ 
fer. rights to four new. chemical ^ 


„Тапа Il of clinical ti ў 
дю зау out- 
prairie aac 
_ pany for the next stages of trials and 


. possible launch. “The deals we are _ 


ı getting into allow us to be a discovery- М 
` led organisation without adversely 
affecting the current operations," 
says CEO G.V. Prasad. It's a model 
Lek eoe 


i KUMAR SHARMA 


al of $22.5 million (Rs 99 


- will put Dr. Red le Geant y 
of drug discovery and development - 


Dr Reddy's Labs signs another innovative deal, this 


time for drug discovery and development 


Apollo-Michelin's 
Surprise Split-Up 





Apollo's Kanwar: Now, a solo act 


IN A SURPRISING MOVE, APOLLO TYRES 
decided to bail out of its joint venture 
with Michelin for bus and truck 
radial tyres. Citing slow pace of 
radialisation in India, Michelin 
bought out Apollo's 49 per cent 
stake (worth about Rs 40 crore) in 
Michelin Apollo Tyres. Interestingly, 
however, Apollo says it will go ahead 
and launch truck and bus radial tyres 
on its own. Apollo's MD & CEO 
Onkar Singh Kanwar must be hoping 
that the French tyre giant, which 
owns 14.9 per cent of Apollo's 
equity, doesn't pull an MRF on it. In 
the mid-90s, Michelin tried unsuc- 
cessfully to buy into its partner MRF. 


Second Time 
Unlucky? 


ESCORTS CHAIRMAN RAJAN NANDA’S 
second attempt to sell Escorts Heart 
Institute & Research Centre (EHIRC) 
ran aground after brother Anil once 
again cried foul, leading the Delhi 
High Court to put the Rs 650-crore 
deal on hold, although money has 
changed hands. When BT went to 
press, the next hearing was slated 
for October 22. There’s no doubt 
that the sale of EHIRC is critical to 
Escort’s turnaround plans. Recently, 











the company had revamped its 
board after it defaulted on loans. 
“We expect the sale to reverse our 
fortunes,” says Shailesh Tandon, 
Escorts’ CFO. 


Tool Down 
At Tata Motors 


9 нип 


ША ASE 


Tata Motors’ Ravi Kant: IR snafus 


WORKERS AT TATA MOTORS’ JAMS- 
hedpur plant struck work for one 
day on September 30 after negoti- 
ations over a bonus payment broke 
down. The last time the plant wit- 
nessed a strike was in 1969. Acco- 
rding to a company spokesperson, 
there was no significant loss of pro- 
duction, and the workers returned 
to work the following day. 


THE R&D RUSH 


China and India are the only two BRIC 
countries among the top 10 R&D 
47.1 destinations of transnational companies 









an the of survey respondents (being the largesi 
among ) who carry out R&D in the mentionsd countrans 
Source: UNCTAD's World investment Report 2005 
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STHTTZLON: The US economy grew by 3.3 
per cant in the second quarter (April-June); down 
from 3.8 per cent in the first quarter, but still 
egenos This is (^s ninth quarter эи 

e US economy has grown at a r n 
3 per cent. Apart from MEM ga 
India (for which the US is the single largest trade 
partner), this should specifically help India's IT firms 
whose market is largely in the US. 


All About Competitiveness 


FINLAND 
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ТОП: With the 
US Federal Reserve committed 
to increasing interest rates, FII 
(foreign institutional investor) 
money that has largely fuelled 
India's stock market boom 
could head back to the US. 
Worse, the hike could pressurise 
India's central bank, Reserve 
Bank of India, to raise its own 
rates, something that could 
spur inflation. 





ina/ tenran: Ti 
warning that oil prices will contin 
be volatile spells bad news for Inc 
An increase could hike the govern 
oil subsidy bill and input costs for 
companies, and spur inlfation. The 
also Iran's threat, which the coun’ 
has since tried to retract, that itc 
start lowering oil supplies if the is 
over its nuclear programme is refe 
to the UN, something that could c: 
international oil prices to rise. 





How India Compares: Growth Competitiveness 
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Beijing: A forecast by the Organisation for Economic 
Co-operation and Development (OECD) says that China could 

| become the world's largest exporter by 2010. Given China's 
commitment to move to a flexible foreign exchange regime 
very slowly, and the fact that India and China compete in 
several export categories, this could impact India’s own 
prospects in overseas markets. 
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“I hear people say we have to stop and debate 
globalisation. They are not debating it in Chi: 
and India" 


British PM Tony Blair at the Labour Party's annual conference in Brigi 
in The Indian Express 





“The government is not against speculators but 
against manipulators” 
Finance Minister P. Chidambaram in The Economic Times 


“What works for a company also seems to work 
for a city, and what seems to work for a city may 
well work for a nation. Think national, act local 
may well be the slogan for the future" 


Anand Mahindra, Vice Chairman and MD, Mahindra & Mahindra 
Indian Express 


“The first time I saw a balance sheet was in the 
US when my fiancé, a finance MBA, showed 
me... I asked her why assets and liabilities had 
to match” 

BPL Communications’ chief Rajiv Chandrasekhar, in Business Star 


“You don’t predict the future and then wait 
You create the future” 
Jong-Yong Yun, CEO and Vice Chairman, Samsung, in Fortune 


“If they want to raise prices, it means they ar: 
getting greedy” 

Apple CEO Steve Jobs on the record industry's desire to charge т 

song than the 99 cents Apple’s iTunes store does, in Reuters 


“What we are not likely to do, having 
carried this burden to this point in time, is 
to part with AOL” 


Richard Parsons, Chairman, Time Warner, in a post in RedHerring 
quoted in NYTimes.com 


“Disease, natural disasters and soaring oil prices 
have only caused minor blips in an overall 


picture of healthy growth" 
IMF chief economist Raghuram Rajan, on the world economy's ou 
à Reuters report 


"A scientist is like a painter. Michelangelo 
became a great artist because he had been given 
a wall to paint... To empower scientists, it i 


necessary to give them a wall to paint" 
DG, CSIR & President, Indian National Science Academy, R.A. Mashelkar, 
in The Indian Express 
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ENORMOUS POWER: 165 ps/ 5800 rpm. AWESOME TORQUE: 23.6 / 4250 rpm. ENHA 
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Drive into the new age on a 2.4L VTVT engine 
that generates an exhilarating and unparalleled 
165 ps of power and 23.6 kgm torque. Proof that 


getting corrupted by a huge dose of power and 


refinement is the new age bliss. 


DRIVE INTO A NEW AGE 


EFFICIENCY. 2.4L VTVT (VARIABLE TIMING VALVE TRAIN) ENGINE. 
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SIPRA DAS 


NEWS) АЗ; 


THE FDI 


HURDLE 





N JUNE 2004, SHORTLY AFTER THE UNITED PROGRESSIVE 
Alliance came to power in India, its Chairperson 
and the head of the single largest constituent of the 
coalition, Sonia Gandhi, instituted a National Advisory 
Council. Apart from her and Congress idealogue Jairam 
Ramesh (who has since become a Rajya Sabha MP), 
the council comprised some of India's best-known 
economists, technocrats, even activists. The objec- 
tive behind the creation of the NAC was, to cut to the 
chase, equitable development, to ensure that the gov- 
emment's decisions were fair and benefited everyone 
concerned. That's laudable. Only, it emerges, the 
NAC has written to the Ministry of Steel, which, in tum, 
has written to the Orissa government, asking for some 
clarification on just who Posco's $12-billion 
(Rs 52,800 crore) project in the state will benefit, 
and how. The Orissa government and Posco had bick- 
ered over the terms of the deal before finally reaching 
some sort of agreement and signing an MoU, and it is 
likely that neither party is happy with this turn of 
events. The questions asked by the NAC can be asked 
of any project and do serve to ensure that the local 
administration does not ignore everything else in its desire 
to attract foreign investment. The buzz in govemment cir- 
cles is that while that could be the case, the NAC's 
question may have also been brought about by its concems 
over iron ore allotments to Posco, an anti-Posco corporate 
lobby, even the desire to do the BJD that rules Orissa out 
of some glory. Whatever be the cause, the questions have 

been asked and now need to be answered. 
ASHISH GUPTA 
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сорс гү OTe 
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PI trillion (Rs 23,76,00,000 crore): Global 
wealth by 2025, a 36 per cent decline from $85 
trillion (Rs 37,40,00,000 crore) now according to 
consulting firm McKinsey. Japan, the US, the UK, 
and Italy will witness a decline in wealth, while India 
and China will see an increase 


PHU billion (Rs 1,76,000 crore): The debt owed 
by 18 of the poorest nations to the International 
Monetary Fund that has been written off. A further 
nine countries could become eligible in future and total 
relief could rise to $55 billion (Rs 2,42,000 crore) 


10 : The number of additional restaurants 
McDonald S plans to set up in India over two years, 
taking total count to 180 by 2007 


KS 2 crore: The value of ghee supplied by 
Karnataka to Tirupati for their famous /addoos. 
The temple's annual requirement of ghee is said 
to be 1,500 tonnes 

1 U,UUU: The number of people who could be 
dying each year in the Asia-Pacific region as a result of 
factors associated with global warming such as severe 
weather and mosquito-borne diseases, according to 
the World Health Organization 


60 U: The number of websites forced to stop free 
streaming and download of Indian music or close it 
altogether after legal notices were despatched to them 
by the Indian music industry. Most of these sites are 
run by NRIs based in the US. There are over 350 
legitimate online music sites globally 


2 ae ( Jc >: Proportion accounted for by India in 
global trade in goods and services. For China, 
the figure is 10.5 per cent 

4 million: Number of Chinese workers who toil in 
22,000 factories, churning out everything from patio 
chairs to power tools. The average factory wage is 
about 40 cents an hour 

LU million tonnes: Volume of liquefied petroleum gas 
(LPG) consumed by Indian households, 

hotels and restaurants every year 


4 ` 
& ` 
Car А: . 
PIC billion (Rs 1,40,800 crore): The we ` 
amount American airlines have lost over the 7 à 


past four years, from terrorist attacks, the 
Iraq war, the SARS epidemic in Asia and 
competition from new low-cost carriers 























THE HERO: INDIAN. 
LOCATION: WORLDWIDE. 
THE CAST: MULTINATIONAL. 


Videocon - 

A global player 

in the world of 
colour televisions. 


The script has unfolded. 


With the completion of acquisition 
of Thomson's colour picture tubes 
business in France, Italy, Poland, 
Mexico and China, Videocon will 
have access to state-of-the-art 
manufacturing and R & D facilities 
across the world. 


All these give Videocon global 
scale and efficiency. And for you, 
the reassurance of knowing that 
the best brains in the world are 
behind the TV you buy. 


You'll agree, it's time for us to 
welcome an era of crystal-clear viewing. 
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A. PRABHAKAR RAO 


Drugs That Talk 


RFID makes its way into Indian pharma. 


T MAY BE THE ULTIMATE CRADLE-TO-GRAVE ACCOUNTING 
I: drugs for pharma companies. RFID, or radio fre- 
quency identification, is beginning to find takers 
among drug manufacturers in India. Bartronics, a 
Hyderabad-based company that vends the smart-tag 
technology in India, says that it has signed deals with four 
pharma companies already to implement it on a pilot 
project basis and is in talks with nine others. The bene- 
fits of RFID: A much better supply chain management, 
spanning everything from lot and batch tracking to 
expiration date management to curbing spurious drugs. 
The RFID tag, which can be attached to or incorpo- 
rated into a product, contains an antenna and a pro- 
grammable memory chip to communicate wirelessly 
with an RFID reader, thereby allowing inventories of 
finished drugs and raw materials to be updated real 
time. In India, Dr Reddy's Labs is looking at using RFID 
tags domestically, although it is already using the tech- 
nology on a trial basis for what it sells in North America. 
Says J.N.J.J. Shankar, Vice President (Supply Chain 
Management), Dr Reddy's Labs: *Cost is a major hin- 
drance, besides which the technology is still nascent." 
Cost is really the bigger issue. Globally, RFID tags cost 
between 40 and 50 cents, and companies like Pfizer and 
GlaxoSmithKline use it on specific drugs; the former uses 
it on its Viagra and the latter on its anti-AIDS drugs, Com- 
bivir and Epivir. In India, RFID tags cost Rs 30 apiece, but 
here's the problem: Unlike in the us, drugs are low 
priced in India, Therefore, to convince a manufacturer to 
use a Rs 30-tag on a cough syrup that costs Rs 19 isn't 
possible. A complete roll out could cost a drug maker 
Rs 2 crore. But Bartronics’ Vice President Bhanu Prakash 
says that prices are coming down and may soon become 
viable on a mass scale. Until then, though, drug makers will 
prefer to manage their stocks the old-fashioned way. 
E. KUMAR SHARMA 


Bartronics’ Prakash: 
RFIL 
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A CATEGORY KILLER 





Durables retail giant, Viveks, thinks big. 


DNV 


Viveks' Setty: Big in south, but missing in north 


E YEAR, THE CHENNAI-BASED CONSUMER DURABLES 
giant, Viveks, sold 34,000 refrigerators, 67,000 
CTVs, 27,000 washing machines, 74,000 mobile 
phones, 25,000 DVDs and 6,000 air-conditioners— 
the most by any organised retailer in the country. But 
the family-owned retailer, called a category killer 
because it specialises in one category, wants to 
get bigger still. “I have 52 of my own stores now, but 
by March 2008, | want to have a 100 in the south 
alone," says Viveks' Chairman and Managing 
Director, B.A. Kodandarama Setty. Because of the 
sheer volume of its annual sales (projected at Rs 350 
crore this financial year), Viveks has already earned 
the respect of large manufacturers. Says Ravinder 
Zutshi, Deputy Managing Director, Samsung India 
Electronics: "Viveks has grown from pioneer status 
to high-scale retailing, and growth will bring even bet- 
ter understanding of relationships (with manufac- 
turers)." As a first step, Setty plans to open stores 
in Hyderabad, Vijayawada and Visakhapatnam, 
besides adding some more in Bangalore. By his 
own estimate, he will need between Rs 75 crore 
and Rs 100 crore to fund the expansion. But 
money, he says, is not a problem; time is. "It 
may so happen that | cannot afford to wait till 
2008 to look further (read: go national)," says Setty, 
who has two other retail chains in Jainsons and 
Premier. After all, it's only a matter of time before 
foreign investment is formally let into retail. 

NITYA VARADARAJAN 





bt trends 


' Brokers On Edge 


Are penny stock dealers in the clear? 


AST FORTNIGHT, WHEN 

[ regulator Securities 

& Exchange Board of India 

(Sebi) came down heavily on some 

penny stock promoters for allegedly 

manipulating their stock prices, it 

also had a sharp rap on the knuc- 

z kles for the brokers involved. This 

2 came on the heels of Sebi’s action to 

= € debar 11 brokers of the Calcutta 

2 stock exchange for jacking up prices 

* and creating false volumes through 

a series of self deals and cross deals. 

Whilst price rigging on the 

Kolkata bourse doesn’t come as a 

surprise, the investing community in Mumbai is still unclear 

about the involvement, and culpability, of high-profile 

brokerages like Indiabulls Securities, Fortis Securities and 

India Infoline Securities. Sebi ordered these firms not to 

buy, sell or deal in securities on behalf of the promoters and 

directors of IFSL, one of the companies it suspended. Do 

these broking houses need to worry? Not really, says 

} Gagan Banga, Executive Director, Indiabulls Financial 

Services: “We have been ordered not to trade in the stock 

on behalf of the promoters and their directors. However, 

we are still allowed to trade in the stock for other investors. 

This is a protective action from Sebi, which feels some mal- 

practices have been taking place in the stock (of IFSL).” 

Other than IFSL, Indiabulls has also been ordered not to 

trade on behalf of the promoters, directors and clients of 

Prime Property Development, another company in which 

Sebi suspects price-rigging. Adds an official at India 

Infoline Securities: ^In our case it was a client named Jay 

Shah, registered with our Ahmedabad office, who 

j has been debarred from trading in IFSL. However, he 
| can trade in other securities.” 

Sebi’s investigations into these penny stocks, say 
market observers, could go on for another six to 
nine months. So far the brokerages have escaped 
the watchdog’s wrath, but if Sebi does dig up 
evidence of a link between the brokers, the 
rigged stocks and their promoters, there might 
just be more trouble ahead. 





Indiabulls’ Banga: 
Nothing to worry about 


MAHESH NAYAK 
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An invention that triggered others 


Sachin Forever 


The cricketer may ail, not his brand. 


OU'D BE WRONG IF YOU THOUGHT THE 
Y news of Sachin Tendulkar's return to the 
grounds (he will play the Challenger 
Trophy in October) has lifted the spirits of brand 
managers whose products he endorses. For, their 
spirits never sagged—his long hiatus from cricket 
notwithstanding. “Sachin’s name is synonymous 
with cricket," says Vipul Prakash, Executive Vice 
President, Marketing, PepsiCo, whether he hits 
the boundaries or not. “The brand promise he 
holds is still unparalled, and we intend to carry the 
association forward in the coming years," adds 
Prakash. Sachin has been endorsing the Pepsi 
brand for the past 15 years. 

Sachin's contract with WorldTel, the celebrity 
management company started by late Mark 
Mascarenhas, is due to expire this year. WorldTel 
had signed him up for 1996-2000 for Rs 30 
crore and Mark retained him amidst fierce com- 
petition the second time, by promising Rs 100 
crore for 2001-2005. The master-blaster is till dare 
the most expensive sports celebrity, commanding 
a price tag of around Rs 4-5 crore a deal, despite 
the rise of new stars in sports. This year, the 
fight for his account has already started with 

some of the top agencies offering at 

least 50 per cent more than what 
he got the last time around. 
*Sachin commands an equity that 

extends beyond the grounds. He 

is one celebrity who is not given to 

any controversies, personal or pro- 

fessional and hence, has an undi- 
luted appeal,” says Sanjay Lal, 
Chief Executive Officer, 
PDM International. The 
duration of his new con- 

tract, however, might 
shrink this time, owing 
to concerns that he 
might formally bid 

adieu to cricket in the 
next two to three years. 

ARCHNA SHUKLA 
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BUSINESS TODAY-ERNST & YOUNG 


Deal Watch | 


Beginning July, Business Today began publishing a monthly listing of 
India Inc's biggest deals. Our partner: Global professional services firm Ernst 
& Young. Here are the deals that were struck in September. 


This month's deal of the month should have been Escort's sale of its Heart Institute 
to Fortis. However, controversy surrounds the deal and no one really knows how far 


DE ALTR ACKER the court investigations will go. Still, fact remains that the deal, if it goes through, will 
catapult Fortis into the big league. It could also help Escorts restructure its mountain 


of debt and try and make some sense of its remaining businesses. 




























































































TARGET ACQUIRER INDUSTRY DEAL VALUE STAKE 

(Rs crore) 
Escorts Heart Institute and Fortis Healthcare Healthcare Acquisition 585 90% \ 
Research Centre DEE SE СУЙДУ: i Ep gh ACK. O орц 22 
Oswal Chemicals and Fertilisers’ Indian Farmers’ Fertilizer Cooperative © Chemicals Asset sale 2,180 100%. 
di-ammonium phospate unit (їс) —— PE Oe d EN BC T 
Idea Cellular Indian Rayon — i Telecom — — Investment 6525 - 16.45% 
Shriram Holdings Newbridge Capital -Automobile Financing ^— Investment — 448 — 49% 
Two steel units of INI Steel, Korea Ee S Sel . Acquisition —— 437 — 100% 
Imatra Kilsta AB „Bharat Forge — Metals and Mining Acquisition МА 100% 
ACC's Katni Refractory Works and ICICI Venture Funds Management Cement Acquisition 257 100% 
Nagpur Refractory Works Company NM. гут. Ru HANE: 
Binani Cement Silver Peak Investments UP Morgan) _ Cement __ Investment NA. 25% 
NDTV - General Atlantic € Media Investment 11606 7.95% 
Ranbaxy's allied businesses _ICICI Venture Funds Management Co. _ Pharmaceuticals Acquisition 110 100% | 
Jubilant Organosys _ General Atlantic LLC Pharmaceuticals Investment — 109 3.57% 
SpiceJet _ Temasek, Istithmar _ _____ Airlines Investment — 8794 6%. 
DCS Transport & Logistics _ FourSoft _ Computer Software Acquisition 8354 100% 
BPL's battery business . Eveready Industries India Electrical Goods — Acquisition 52. — 1009€ 
Apar Industries . CLSA Private Equity Fund Chemicals — — теше — 6375 | 14.2% 
Odyssey India _ Deccan Chronicle Holdings Retail —— Acquisition 612 100% 
Resources Pacific Holdings Gujarat NRE Coke — Coal Investment 4397 5% 
FourSoft . ... фа Growth Fund Ls Computer Software Investment 25 — — 110375 
Innovative Business Solutions Silntotoch MSE GEE Computer Software Acquisition — 1566 100% 
Vishal Retail _ Bennett, Coleman & Company Retail _ _ Investment NA 12% \ 
Spice Telecom Ashmore Investment Management — Telecom Investment МА. 42% 
Explora Labs | Matrix Laboratories" "Pharmaceuticals пейт МА 43% 
International Tractors Yanmar Group Automotives Investment МА — 15% 
Cradle Healthcare юнле ООО нї Acquisition МА 100% 
Enterprise Nexus =f Bates Asia (The WPP Group) _ Advertising - Investment NA MX 
Medsyn Inc _Indegene Lifesystems = Pharmaceuticals — —— Mcquision МА 100% 
Vashisti Detergents Hindustan Lever HM A RB N.A. МА. 
Terra Agro Technologies _ Jain Irrigation Systems — Agricultural products Merger МА. NA. 
Scandent Solutions Cambridge Solutions Computer Software — Merger — МА. NAA. 
Valiant Healthcare _ Alchemist — _ Healthcare Merger N.A. N.A. ‹ 
Annik Technology Services Raman Roy ITES Investment N.A. 40% 


Deal Watch includes only M&As, private equity and brand sale transactions — N.A.: Not available 
Ernst & Young is a leading M&A advisor in India. While every care has been taken to compile this data, it is based on media reports, company 


announcements and other secondary research. Any decision on the basis of the above mentioned information should be taken only after professional advice. 
Business Today or Ernst & Young do not undertake any responsibility in regard to any such decision. 
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Named: By Forbes magazine, three 
Indian firms, Infosys, Wipro, and 
ICICI Bank, in its listing of The 
Asian Fab 50. Japan's Toyota Motor 
Corporation ranks #1. Infosys 
comes in at #17, Wipro, #20, 

and ICICI bank, #32. Japan has 

13 companies in the list, Australia, 
10, South Korea, eight, China, one 
(Petro China) and Hong Kong, six. 


Logged: 

By the Indian 
economy, an 
8.1 per cent 
growth in GDP 
in the April-June 
quarter of 
2005-06. 
Much of this 
was propelled by a growth in the 
manufacturing sector, of 11.3 per 
cent, and services sector, of 9.8 
per cent. The government's 
targeted GDP growth rate for 

the entire year is 7 per cent. 





Hiked: By the Aditya Birla Group, 
its stake in Idea cellular to 50.15 
per cent. The increase could possibly 
signal the revival of the group's inter- 
est in the telecommunications sec- 
tor. Idea has around six million sub- 
scribers and has a fairly wide reach 
across Kerala, Maharashtra, Delhi, 


THE PHOENIX RISES 


a 





Gujarat, Andhra Pradesh, Madhya 
Pradesh, Haryana and UP West. 


Announced: By Philips 
Semiconductors’ Chief Executive 
Officer Frans Van Houten on a re- 
cent visit to 
India, the com- 
pany's intent to 
work with local 
suppliers and 
launch a mobile 
phone with a 
price-tag of 
$20, under Rs 
1,000, sometime in 2006. 


Signed: By Tata Teleservices, a 
five-year Rs 1,000-crore outsourc- 
ing deal, of its entire IT infras- 
tructure management, with Tata 
Consultancy Services. In early 
2004, Bharti Tele-Ventures had 
entered into a similar arrangement 
with IBM. 


Alleged: By UNCTAD, in its 
World Investment Report 2005, 
that China fudges its foreign direct 
investment numbers substantially. 
The same report says that India 
attracted over $5 billion (Rs 
22,000 crore) of FDI in 2004. 
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NOT YET, 





President Kalam: Ahead of the curve 


N A RECENT VISIT TO THE NORTH EAST, 
O India's President Abdul Kalam 
announced that an AIDS vac- 
cine being developed by the National 
AIDS Research Institute (NARI) in Pune 
would be commercially available in the 
next three to four years. If the pharma 
industry was surprised at this, it is 
because the vaccine has gone into phase 
one of clinical trials only in February 
this year and it usually takes seven 
years from then to the commercial 
launch of a drug. Dr Ramesh Paranjpe, 
Officer-in-Charge, NARI, is not willing to 
comment on the President's statement, 
but admits the three phases that precede 
the launch could take between five and 
seven years. "| cannot comment on Phase 
Il, which is something we will decide on 
only after the completion of Phase I," he 
says. Right now, enrolment for the clin- 
ical trials is still on. NARI's vaccine 
development programme is being carried 
out in association with the Intemational 
Aids Vaccine Initiative, a New York- 
based entity, the National Aids Control 
Organisation and the Indian Council for 
Medical Research. All names of note, but 
it will take time, maybe till 2012. 
PRIYA SRINIVASAN 
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Still inching north. 
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E-commerce In India 


From travel to marriage, Indians will increasingly opt for electronic transactions. 


2004 2005 2006 2007 2008 
E-TRAVEL BOOKINGS 


TOTAL IR 


HORIZONTAL PLAYERS 


891 1343 2141 3412 5499 
Source: eStatsindia B2C E-commerce Market Size and Forecast Study, 2005 
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All figures in Rs crore 


India's Top 10 Trading Partners 
This year could yet be India's best. 





Total Trade (US$ million) 


1263.16 
pu 2283.06. | 






— MM 
105.28 
imn 1000.04 


367.44 


Republic of Korea 





Wi Exports Wi imports All figures are for April 2004-August 2005 


HE NUMBER OF GLOBAL INDIAN MILLIONAIRES 
S INCREASING EVERY YEAR 

UCKILY, THERE'S A RICH ENOUGH 

LANGE OF FABRICS THEY CAN CHOOSE FROM 


or years, Digjam has been grooming the global Indian achiever. With fabrics of 


htefnational quality that boast the finest colours, textures and designs. It is indeed an 


hievement to be selected by the men who have achieved so much in their own right 


vailable at leading retail outlets 


br business enauiries olease contact Mr. Raiiv Pal. Birla VXL Limited. Aerodrome Road. Jamnaaar-361006. Tel 


)288) 271 


DIGJAM 


Dressing the world 











VUHAW NVAIA 


They're either awash in red, or have consistently recorded huge drops in 
profits, or have little to show by way of operations. Yet many of these stocks 
have zoomed ahead by 500-1,000 per cent in the current bull run, with 
some even commanding valuations in four-figure territory. 


KF BEARINGS, BAG BEARINGS, 
Timken India and NRB 
Bearings are some of the 
respectable names in the 
Indian bearings industry 
with significant sales (SKF Bearings: 
Rs 579 crore last year), and hand- 
some double-digit growth (triple 
digits in the case of NRB Bearings)... 
And then you have Deccan 
Bearings, which isn’t the most apt of 
names for this Mumbai-based com- 
pany—it doesn’t make bearings any 
more. In fact, Deccan Bearings does- 
n’t make anything any more. 
Ensconced in his second-floor office 
in one of the century-old buildings 
in the narrow bylanes of Mumbai’s 
Fort area, Pilaji Parab, Compliance 
Officer at this Rs 10.5-crore firm, 
explains: “After the closure of our 
manufacturing unit in Halol, we 
are only trading in bearings in the 
domestic market, which mainly 
caters to the northern part 
of India. And the Mum- 
bai office is only for ZZ 
paperwork and 
settling bills. We 


have no idea 


MAHESH NAYAK 


if the company will again start its 
manufacturing facilities.” 

Deccan Bearings has its registered 
headquarters in a corner-office on 
the second floor of a century-old edi- 
fice that still stands in one of the nar- 
row bylanes of Mumbai’s bustling 
Fort area. Step into the dull blue- 
coloured room, and you're greeted by 
an office boy sitting at the reception 
and a sprinkling of staff going about 
its work. To be sure, there are hun- 
dreds of such holes-in-the wall-type of 
offices in the Fort area, but none 
could boast the kind of numbers 
Deccan Bearings has thrown up: A 
net profit of all of Rs 1 lakh for 2005, 
and a price/earnings (P/E) ratio of over 
1,000 times to boot! Which, in other 
words, means there are investors out 
there who would be willing to pay Rs 
1,000 for a share of the venerable 












Deccan Bearings for every glorious 
rupee of earnings it generates. 

Now you'd be delusional to ex- 
pect such gung-ho growth from any 
company in the world, but you'd be 
downright silly to see even an iota of 
that kind of potential from Deccan 
Bearings. Reasons? Its manufactur- 
ing unit at Halol in Gujarat has been 
shut for five years. It sources its bear- 
ing from suppliers in Rajkot and dis- 
tributes to its dealers, who cater to the 
unorganised market. The company 
also exports bearings to Dubai, where 
it does not have any fixed buyer. It 
sells the bearings to a firm that be- 
longs to a relative of the promoter, 
according to a company official. 

Deccan Bearings—Net profits for 
the past three years: Rs | lakh, Rs 7 
lakh, and Rs 18 lakh, respectively. РЛ 
last fortnight: 1,171. 

Welcome to the wild and absurd 
universe of penny stocks, where 
four-figure P/Es and appre- 
ciations in stock price 
of similar giddy 
nature don t re- 
ally elicit 

emotions 
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- Rs 1 lakh last year 
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DECCAN BEARINGS - 


NATURE OF Business: Trading in 
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ng profits for 
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A, B1 and B2 groups: Companies listed as per their market capitalisation and their individual corporate performance 
T group: Only delivery based trading is allowed in stocks under this group 


of shock or wonder. Yes, there may 
be a few gems out there, but of the 
thousands of micro-cap stocks out 
there (which typically are stocks in 
the Re 1-Rs 20 range and found 
mostly іл BsE's Z, S and B2 groups), 
there’s little doubt about the funda- 
mental quality of these scrips. “If 
you think there are pockets of froth 
amongst the mid-caps, in penny 
stocks it’s all froth,” points out Nirav 
Sheth, Head (PMS), BRICS Securities. 
Let not the scandalous move- 
ments of this dubious pack make you 
suspect the robustness of the ongoing 
bull run, which is still being driven by 
quality earnings and realistic valua- 
tions (the Sensex P/E is still in the 16 
region). Yet, every stock market raily, 
anywhere in the world, inevitably 
results in the stragglers and fraud- 
sters also joining the party. The 
biggest attraction of penny stocks is 
the prospect of quick, fanciful returns, 
sometimes triggered by the prospect 
of a turnaround but often fuelled by 
promoters dabbling in their own 
stock. And it’s not just the common 
investor who’s lured towards these 
cats and dogs—a number of foreign 
institutional investors (Fils) too have 
taken a shine to them (see The Froth 
Fils Fancy). The risk of course is huge, 
with these stocks tending to eventu- 
ally drop even faster than they'd 
risen. Last fortnight, for instance, 
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when the markets turned volatile and 
the Sensex lost 265.5 points on à 
single day, the small-cap index 
hardest, by 460.32 points. li 
some. 1,724 penny stocks wit 
depreciation in the Sepremi 
21-29 period. Close to 30 stacks 
couldn't find any takers and were 
not traded at all. With market 
watchdog Sebi suspending the pro- 
moters and directors of two sms 
caps—irs, and Minal Engineering: 
for trading in their respective st 2s 
penny punters had decided to cai 
a day. At least for now. 
Yet, Sebi's action against a few 
suspect promoters may be a case of 
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too little, too late. For, as BT found 
out, there are many more penny 
stocks displaying highly irregular 
trading patterns ever since the current 
bull run began in mid-2003, with 
the dubious activity peaking along 
with the market’s new highs. In fact, 
when the Sensex was around 2,960 
levels in April 2003, a little over 90 
per cent of the BSE’s turnover was in 
the A group of companies. By the 
time the 30-share index hit 8,000, 
that figure had come down to 59 
per cent. The total number of com- 
panies traded too has increased in this 
period, from 1,330 in April 2003 
two years ago to 2,668 when the 
index touched 8,000. And, as Br also 
find out, a number of the penny 
stocks that have displayed mind-bog- 
gling appreciations of 1,000 per cent- 
plus over the past couple of years— 
even as the BSE 500 and the BSE 200 
have gained just 214 per cent and 
192 per cent between March 2003 
and September 2005—are actually 
loss-making, many of them for three 
years at a stretch. There are plenty of 
those in the black that enjoy Р/Еѕ in the 
500-1,000 per cent, despite a con- 
sistent trend of declining profitability. 

Consider Royal Cushion Vinyl 
Products, formerly National Leather 
Cloth Manufacturing Co., a sick 
company with piled up losses of over 
Rs 100 crore in the past three years. 
A case with the Board for Industrial 
& Financial Reconstruction (BIFR) 
for five years now, Royal Cushion is 
hopeful of a revival scheme, although 
no ray of hope is visible in the near 
term. As of March 2005, the com- 
pany was saddled with interest 
charges of Rs 33 crore. Now brace 
yourself for this: The stock price has 
rocketed 10-fold in the past 15 
months, from a low of Rs 6.25 in 
May 2004 to Rs 66.5 in August 
2005. Current price: Rs 38.80. How 
does Royal Cushion justify this spurt? 
Well, it doesn't. It can't. Says Kailash 
Sharma, Compliance Officer, Royal 
Cushion Vinyl: *We are also sur- 
prised with the sharp surge in stock 
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Vista Pharmaceuticals: 
ted losses t< cd with IDF 


POLAR PHARMA VISTA PHARMACEUTICALS 
NATURE OF BUSINESS: MrURE оғ Business: 100 per cent EOU engaged — 
Condom manufacturing in manufacture of drug formulations i 


BOTTOM LINE TREND: Two years of losses, ссомшитео Losses: More than 50 рег 
accumulated losses of Rs 9 crore cent of ajos worth. But wi Rut. 
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HOW TO IDENTIFY TAINTED PENNY STOCKS 


© Look at the earnings record: If there's a two-year loss-making trend, 
or a three-year trend of declining profitability, and yet the stock shows 
appreciation higher than the benchmark indices, something's amiss 


Polar Pharma’s Ghatak: 


lov 





© Trading patterns are erratic: It isn't unusual to discover that many ۱ 
of these stocks would have been traded just once a year, or to find 
a sudden burst of activity which is followed by a prolonged period 
of no trading 


6 Promoters’ holdings are high: Up to 90 per cent in a few cases, 
which leaves a very low floating stock in the market, which in turn 
makes manipulation elementary 


© They inevitably have been rechristened at some point in time: 
Consortex Karl Doelitzsch was once AP Power Tools, Royal Cushion 
Vinyl Products was once National Leather Cloth Manufacturing Co, 
Marathon Nextgen Realty & Textiles was once Piramal Spinning & 
Weaving...you get the picture 


© Check the operations: Production would have stopped, and the 
company may be just a trader (in some cases of its own stock too!) 
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price of the company. I understand in 
the bull market some players are spec- 
ulating that the company will come 
out of мек. Our huge interest bur- 
den has been the key reason for the 
poor financial performance, as the 
turnover of the company is growing." 

The promoters for their part 
aren't exactly ruing their misfortune. 
Between December 2004 and June 
2005, they offloaded 4.46 lakh shares 
on the domestic bourses. In the same 
period, the Royal Cushion stock price 
surged from a low of Rs 13 to Rs 
35.50, a rise of 173 per cent, even as 
the promoter holding inched down- 
wards from 64.08 per cent in Dec- 
ember (or 77.32 lakh shares) to 60.38 
per cent by June (72.86 lakh shares). 

Royal Cushion isn't the only con- 
sistently-loss-making company whose 
stock is galloping. Consider the intri- 
guing case of the fascinatingly chris- 
tened Consortex Karl Deolitzsch, 
once upon a time more humbly 
known as AP Power Tools. Despite 
three years of successive losses, the 
Consortex stock has galloped smartly, 
from a low of Rs 0.35 in March 
2003 to Rs 10.25 in September 2005. 
When BT attempted to locate the 
-headquarters of the Hyderabad-based 
company, going by the address on the 
BSE website, it succeeded in finding 
the home of the company's pro- 
moter, M. Sudhakar Rao. The com- 
pany is registered in Hindupur (some 
700 km from Hyderabad), we're 
told. Rao, apparently a science grad- 
uate in agriculture, wasn't available 
for comment, as he wasn't in the 
city. The company's operations are 
believed to be shut down, but nobody 
is sure. Nobody is sure either about 
the status of its tie-up with a German 
company. The Andhra Pradesh 
Industrial Development Corp. (APDO), 
which has invested Rs 80 lakh in the 
company, it would appear has little 
faith in the company, going from 
what ап APIDC official told Br. “For 
APIDG it has been an equity investment 
and investment in equity is always 
risky!” Meantime last fortnight, Sebi 


60 BUSINESS TODAY OCTOBER 23 2005 





THE FROTH Fils FANCY 


Increase in FII holdings in B2, S, T and Z group companies. 


COMPANY 


Shriram Overseas Finance 
Goldstone Teleservices 
Fedders Lloyd Согрп. 
Zen Technologies 
Lakshmi Overseas Inds. 
Granules India __ 
Natural Capsules 
Tips Industries 
Visu International 
ICSA (India) 

BPL 

Kei Industries 
Premier Explosives 











DS Kulkarni Developers 
Lloyd Electric & Engineering. 
EL Forge 

Orbit Exports _ 

Stone India. 





Patel Roadways — 
Coral Newsprints — —— 
Sambandam Spinning Mills 
Genus Overseas Electronics 
HBL Nife Power Systems 
Clutch Auto 

Tulip Star Hotels 

Anant Raj Inds. | 
Webel SL Energy Systems _ 
IKF Technologies 
Icnet 

Tricom India 
Vindhya Telelinks 
Yashraj Containeurs. 
Enkei Castalloy — 
Goldstone Technologies 
Morarka Finance _ 
International Hometex _ 
Ankur Drugs & Pharma 
Biue Chip India 
Tasty Bite Eatables _ 
Prime Securities - 
IMP Powers |. - 
Silicon Valley Infotech 
Control Print (India) — 
Ratnamani Metals & Tubes 
Elpro International 
Prudential Sugar Corp. 


Source: CMIE 
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THE MID-CAP MANIA 





They aren't dubious like penny stocks, but the motley mid-cap bunch may have pockets of stretched valuation: 


HE SMALL-CAP ARENA MAY BE LITTERED 

with far-fetched valuations and 
over-the-top price appreciation, but 
the mid-cap space too has its share of 
mind-bogglers. Consider: Galaxy 
Entertainment, the stock price of the 
company has surged by 1,846 per 
cent to Rs 340.60 in September 2005 
from Rs 17.5 in March 2003. P/E: 


643 times. The stock prices of Natco. 


Pharma and Kale Consultant have 
risen by 361 per cent and 380 per 
cent from their lows in March 2003. 
Whilst most of the mid-caps that boast 


steep P/E ratios have a story to tell— 


many of them in sunrise sectors— 
there are several ifs and buts that 
threaten to make the valuations look 
silly a couple of years down the line if 


the growth expectations don't pan out. 

Take Financial Technologies (FT), a stock that has 
soared 13,400 per cent in the past two years. P/E: 582. Last 
fortnight the stock was quoting in the Rs 1,315 range. For 
the year ended March 2005, FT's net profit fell to Rs 9.91 
crore from Rs 12.74 crore in the previous year. On consol- 
idated eamings of Rs 20.24 crore (including subsidiaries MCX 


got into the act, and banned Rao and 
four other directors of Consortex 
from the capital markets for allegedly 
issuing 15.62 lakh fake shares. 

If investors should be cautious 
about companies with a track record 
of losses, they should be even more 
alert when it comes to stocks with er- 
ratic trading patterns. Consider 
Marathon Nextgen Realty & Textiles 
(formerly Piramal Spinning & 
Weaving Mills), a company that's 
riding on the boom in property 
prices. In a little under 18 months, 
the stock zoomed 50-fold to Rs 
248.85 on August 31, from just Rs 5 
on March 5, 2004 (the stock hasn't 
been traded since August 31). 
Financials are nothing to write home 
about, with the company ending 
2004-05 with a Rs 31-lakh loss, as 
compared to a net profit of Rs 21 
crore in the previous year (in 2002- 
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projecting an over 10-fold increase in net profits for r the cur- - 
e epe ME 
more realistic range of 26.32. Yet, what if vo : 
commodity trading dip? What if competing exchanges - 
come up—as is expected in Dubai? That's the nature of 
many mid-cap valuations today: Huge potential, but then the 
uncertainty factor isn't negligible either. 


03, the company was in the red to 
the tune of Rs 7 crore). Company 
managers, though, have a good rea- 
son for the surge in the stock price. 
Says Nilesh Dand, Finance Manager, 
Marathon Nextgen: “The surge in 
real estate price and our ongoing 
real estate development and construc- 
tion activity has generated interest in 
our stock. A lack of floating stock 
coupled with demand for shares has 
pushed the stock price higher." 
Dand may have a point there, 
but the area of concern isn't so much 
the justification. for the stock price 
surge but the manner in which it 
has spurted. In all of 2005 till date, 
the stock has witnessed just 46 trades, 
19 of which were executed on May 
25 at a price of Rs 118.80, which is 
20 per cent higher than the previous 
close of Rs 99—which was way back 
on July 21, 2004! From thereon, 
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FT sees huge potential in the Multi- - 

„ commodity exchange (MCX), in which — 

€ it holds 65 per cent of the equ у, and | 
H a venture with the Dubai Gold & 


; Commodity Exchange (DGCX) is slated 
° to begin in November. A new s 


е market for commodity trading is also in 


. the works as is a bulk warehouse. It's - 
оп the back of such forays that FT is 








the stock has been hitting the circuit 
filters, with just 50 shares changing 
hands in every trade. 

Deccan Bearings too has a history 
of erratic trading. Prior to 2005, the 
stock was last traded on 2003. On 
September 30, 2003, it closed at Rs 
65.25, after witnessing 38 trades on 
the counter. Only 2,000 shares 
changed hands on the BSE. Thereafter 
the stock got traded only on February 
16, 2005. Between February 16 and 
28, 2005, the stock within com- 
mencement of trades was locked at 
the upper circuit. In this period, the 
price rose from Rs 78.30 to Rs 
190.33, with only 142 shares being 
traded on the counter. 

Marathon Nextgen isn't the only 
stock that's riding on the bull run in 
real estate. There's Modern India, a 
company that says it will be 
developing some 2 lakh square feet 
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of mill land in south and central 
Mumbai. The company has been in 
the red for two years now, and its 
Company Secretary & Legal 
Executive says: “Although our new 
ventures are showing signs of good 
growth, it’s difficult to say as to 
when the performance of the new 
businesses will be reflected on the 
balance sheet, as the losses from the 
previous businesses (mainly from 
the machinery of its textile business) 
will be carried forward for at least 
three more years.” That, though, 
hasn’t prevented the stock from sky- 
rocketing nearly 1,400 per cent, 
from Rs 10 levels in mid-April 2004 
to Rs 152 last fortnight. Punters, it 
would appear, are taking a call based 
on the huge tract of mill land the 
company is sitting on. However, de- 
velopment of Mumbai mill land is 
still an uncertain matter, which is 
still in court. 

Modern India may well be a gen- 
uine case of investors riding on ex- 
pectations of a turnaround courtesy 
the real estate business, but the dan- 
ger of such steep-appreciation as wit- 
nessed in this stock is that a sudden 
turnabout in market sentiment can 
leave investors up the creek. Last 
fortnight, for instance, Modern 
slumped to Rs 112 after “Terrible 
Thursday”. What’s more, typically, 
after a sudden bout of panic, penny 
stocks are shunned and activity in 
them abruptly comes to a halt, as 
there are no buyers but only anx- 
ious sellers desperate to bail out. 

Doubtless, there are head hon- 
chos who genuinely believe in a turn- 
around of their companies, and much 
of buying may be triggered by such 
prospects. Take, for instance, Polar 
Pharma, а manufacturer of condoms, 
whose stock price has gone up from 
Rs 2.60 to Rs 66. Says CEO Prabir 
Ghatak: "True, we have been incur- 
ring losses over the years. But the 
positive thing is that our accumu- 
lated loss has come down from Rs 35 
ctore three years ago to Rs 9 crore. 
Around February 2005, we got a 
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THE FASTER THEY RISE THE HARDER THEY FALL 


COMPANY NAME 


Nila Infrastructures _ 
Bampsl Securities 
Chokhani Securities 
Clio Infotech 
JPT Securities 
Charms Industries 


Shin Ho Petrochemical (India) _ 
Nalin Lease Finance 
Luminaire Technologies _ 





Transcon Research & Infotech —— 
BCC Fuba India. 
Mahan Industries — 
Glance Finance — 

Morgan Industries — — _ 
Shree Yaax Pharma & Cosmetics. 
Madan Financial Services — 
Nikki Global Finance — — — — 
GSB Finance 













Bajaj Steel Inds. | 
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Source: CMIE 


major order from Brazil... Since then 
the stock has taken off.” Then there’s 
Vista Pharmaceuticals, tucked away 
in Ameerpet in Hyderabad. 
Promoted by a New Jersey-based 
NRI, Dhananjaya Alli, Vista has ac- 
cumulated losses that are over 50 
per cent of its net worth. The stock 
meantime has appreciated 2,682 per 
cent to Rs 23.65 between March 
2003 and September 2005. One pos- 
sible reason for this bullishness, ac- 
cording to local brokers, is that IDBI 
has accepted a one-time settlement 
proposal for Rs 3 crore for settlement 
of total dues of Rs 16.4 crore. 
There's still a long way to go for 


How penny stocks came tumbling down last fortnight. _ 
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Vista, you would say, but that’s the 
nature of penny stock punters: Hang 
on for dear life to every shred of 
good news—which more often than 
not are baseless rumours—and ride 
out the boom. It’s often a rough 
ride, as investors who lost their shirt 
in last fortnight's small cap-collapse 
will vouch for. After all, investing 
in penny stocks is as much a gamble 
as a spin of the roulette wheel: The 
longer you play it, the more certain 
you are of losing. Ш 
ADDITIONAL REPORTING BY 
E. KUMAR SHARMA IN HYDERABAD, 
KUMARKAUSHALAM IN.DELHI AND 
RITWIK MUKHERJEE IN KOLKATA 
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NISSAN 


"At Nissan, we expect to save at least $135 million 
annually thanks to the efficiencies that Windows 
Server 2003 and Exchange Server 2003 are 
helping us achieve." 


Toshihiko Suda 


Senior Manager, Nissan Motor Company, Ltd 


trademarks of Microsoft Corp 


Make a name for yourself with Windows Server System. An upgrade to Microsoft" 


Windows Server System™ made it possible for 50,000 worldwide employees at k/ 

Nissan Motor Company to have more secure remote access to their e-mail and 

calendars from any Internet connection, without the hassle and expense of Microsoft" M y 

a VPN. Here's how: By deploying Windows Server™ 2003 and Exchange 2003, WI ndows 

not only did Nissan IT meet the CEO's demand for better global collaboration, eo 

they expect to save at least $135 million by streamlining their messaging Server System 


infrastructure. To get the full Nissan story or find a Microsoft Certified Partner, 
{до to microsoft.com/wssystem 
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EEPY WIDOWS AND 
stoically-suffering 
sisters-in-law tran- 
slate into an audi- 
ence of 100-150 
million (average television rating 
points in the teens) in India’s Rs 
12,900-crore television business. 
The Indian cricket team’s indifferent 
exploits on screen, 100 million. 
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And Bollywood blockbusters, 50 
million (Hollywood ones, only 5-10 
million). So, why is anyone who is 
someone in India's television ind- 
ustry (and lots of people who are, 
virtually, nobodies) rushing to launch 
channels in a genre that promises an 
audience of 30 million? Are they? 
Well, the simple math of launches 
and an aggregation of articulated 


|2431 000 





intent would indicate so. 

In the past six months, seven 
news channels have been launched, 
including Tez by Tv Today (part 
of the India Today Group that pub- 
lishes Business Today), Profit by 
NDTV, Fayda by Zee Telefilms, 
Awaaz by CNBC-TV 18, Channel 7 by 


Jagran Group, India Tv by Rajat 


Sharma and out-of-the-blue-entrant 


like Total Tv. And there are at least 
seven more that should be launched 
in the next six to eight months, an 
Asian news channel and three city- 
based ones (by Zee Telefilms, whose 
Chairman Subhash Chandra has 
decided, after fighting a bitter court 
battle with the Board of Control 
for Cricket in India over television 
rights, that “there is undue hype 
about cricket in this country” and 
will now focus on more “promising 
projects”), TIMES NOW, a Bennett, 
Coleman and Company and Reu- 
ters joint venture, old NDTVhand 
Rajdeep Sardesai's channel, and one 
Bengali channel from the Sun Net- 
work. NDTV and STAR are also plan- 
ning new launches, and the latter is 
“contemplating a foray into the 
English segment”, according to 
Uday Shankar, CEO and Editor, sTAR 
News. Print news is witnessing a 
renaissance of sorts with a clutch of 
new magazines and newspapers 
having already hit the market (or 
planning to), but it is news televi- 
sion, with its wide appeal (remem- 
ber, India boasts a literacy rate of 
only 65 per cent) that is seeing the 
most action. 


Right Fundamentals 

The news television boom, explain 
experts, is only to be expected. 
“The general buoyancy in the 


VIVAN MEHRA 


G Krishnan/ CEO/ TV Today 





The country’s first 24x7 news channel Aaj Tak is going strong but TV Today’ 
recent launch of headlines-only channel Tez shows that the market can bi 


segmented smartly 


economy, increasing literacy and 
awareness in rural markets, and a 
better integration of the urban pop- 
ulation with the rest of the world”, 
have all contributed to it, says 
Mahesh Chhabria, Co-head 
(Investment Banking), Enam Finan- 
cials. And news channels, essentially 
being in the business of informa- 
tion dissemination, “have to be the 


biggest beneficiary of this kin 
growth”, says STAR News’ Shankar 
If companies are rushin 
launch news channels, it isn’t 
because of what is happening, adds 
G. Krishnan, CEO, T\ 
what could. “Despite a stupendous 
growth in the number of televisior 
households in the country (fron 
59.4 million in 2001 to 108.: 


ust 


Today, but 


NEWS BOASTS A HEALTHY AD-VIEWERSHIP RATIO 





Hindi Entertainment 4&7 57 36 47 
Regional Entertainment 40 17 40 18 
News 5 ds 11 3 10 
Hindi Movies E e» 5 4 5 
Sports "ws 3 10 13 
English Entertainment і 2 _ 4 2 4 
Infotainment* БЫЛО 2 3 2 
Music 1 1 2 1 





SOV: Share of Viewership SOA: Share of Advertising 


Source: TAM Peoplemeter System; AdEx India 


40 52 35 55 
38 20 40 18 
5 10 6 11 
8 4 7 5 
4. 6 6 2 
2- 4 2 4 
3 2 3 3 
1 2 1 2 

Markets for viewership: All TV households: All 


*Includes channels like Discovery, NatGeo and the like; all figure 
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Prannoy-Radhika Roy/ Chairman-MD/ NDTV Media 

With two well-regarded channels, NDTV 24x7 and 
NDTV India, in its portfolio, NDTV recently diversified 
into featurised business channel NDTV Profit 


million in 2005, according to NRS), 
television's penetration remains be- 
low 50 per cent," he says. Thus, 
only 51 per cent of the country's 
213.1 million households have a 
television; the figure is more than 90 
per cent in the Us and the UK. 
That untapped potential, ex- 
plains Sunir Kheterpal, Head 
(Media and Entertainment), Yes 
Bank, “is a huge motivator for many 
players”. After all, as industry esti- 
mates suggest, even the 50 per cent 
penetration translated into adv- 
ertising revenue of Rs 5,000 crore 
and subscription revenue of Rs 
7,000 crore in 2004. “Subscriptions 
and advertising are both on the 
lower side because of infrastruc- 
tural problems,” says Haresh 
Chawla, Chief Executive, TV-18, 
“but once these are addressed, rev- 
enues will grow at a faster rate.” 
The main bottleneck remains 
the issue of addressability; one sure 


The Big Four... 
„And the others. 


TVR 
Aaj Tak aj 






Source: TAM Peoplemeter System TG: CS 15 years+ 
Period: Dec. 26, 2004 to Sept. 3, 2005 
Figures are viewership share in per cent 
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way for television channels to turn 
profitable is to go pay, but if they do 
that, it is in the interest of cable 
operators to under-report the num- 
ber of people subscribing to a chan- 
nel; which, in turn, means broad- 
casters have only a rough idea of 
how many people watch their chan- 
nels, and although airtime is largely 
bought and sold on the basis of 
TRPs, this does have a role to play in 
their ability to attract advertising 
and the rates they command. 
"That's a hit broadcasters will have 
to take for as long as addressability 
is not introduced in the industry,” 
says Chintamani Rao, CEO, India 
Tv. And so, companies such as TV 
Today continue to beam their chan- 
nels free-to-air. 

At a larger level, however, the 
advertising market itself will have to 
grow. India’s advertising spend to 
GDP ratio, at 0.4 per cent, is amongst 
the lowest in the world. Even China 


(Share of news channels by genre.) 







English News 
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Business News 


Source: TAM eer System TG: CS 15 yrs+ 
Market: Six metros 








Uday Shankar/ CEO/ STAR News 

STAR has just launched a Bengali news channel and 
Shankar says the company is considering entering the 
English news channel space 


boasts a corresponding ratio of 1 
per cent. 

Then, there’s the decision of the 
government to allow 26 per cent 
foreign investment (in any form), 
against its earlier rule of 26 per 
cent foreign direct investment (FDI) 
in news channels. News, points out 
Farokh Balsara, Partner, Ernst & 
Young, is a *daily consumption 
product whose relevance is all the 
more enhanced in a growing econ- 
omy". That could explain why for- 
eign institutional investors (Fils) and 
private equity firms are interested in 
news channels. For instance, pri- 
vate equity major General Atlantic 
recently acquired an 8 per cent 
stake in NDTV for Rs 116 crore. 
“Most media stocks have grown 
tremendously in the past one year,” 
says Jigar Shah, Director, KR 
Choksey, a Mumbai-based broker- 
age. That shouldn’t surprise anyone. 
The media industry (television and 


Every Which Way 


(Share of news channels by languages.) 
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Bengali — 
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Tamil 
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Source: TAM Peoplemeter System TG: CS 15 yrs+ 
Market: All India Period: July 31, 2005 to hug 20, 2005 
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BANDEEP SINGH 


energies to categories like news 


print) grew by 13.4 per cent in 
2004-05 and the advertising indus- 
try grew at 13 per cent, according to 
TAM Media Research, a firm that 
monitors viewership. 


Low Cost, High Return 

TRPs in the news television space 
generally hover between 0 and 1. 
“Yet, no genre on TV has so many 
players and such fierce competi- 
tion,” says L.V. Krishnan, CEO, TAM 
Media Research. “There are far too 
many reasons for being in the news 
space, but the two most important 
factors are low entry cost and a 
higher return on investment,” says 
Zee’s Chandra. With subscription 
yet to become a viable source of 
revenue—‘“It remains a shaky 


News=Money 


Estimated advertising revenues of 
news channels in 2004. 







Aaj Tak NDTV India 
NDTV 24x7 


Figures in Rs crore 


STAR News 
Zee News 
Source: Industry estimates 





Subhash Chandra/ Chairman/ Zee Telefilms 
Turned off cricket by a long-drawn legal battle with 
BCCI, Zee's Chandra has decided to turn his 





proposition because of heavy leak- 
ages in the distribution channel 
because of lack of addressability in 
the system", says Krishnan of Tv 
Today; “News ventures have not 
realised their full potential in the 
country because the content gen- 
erated, be it for TV or print, is not 
yet fully paid for," says Bhaskar 
Das, Executive President, Bennett, 
Coleman and Company— 
advertising is the source of these 
higher returns. 

Despite its lower viewership, 
news, as a genre on television, at- 
tracted some Rs 500 crore in ad- 
vertising revenues in 2004, the sec- 
ond highest after mass Hindi en- 
tertainment channels, in a total mar- 
ket of some Rs 5,000 crore. * A 
comparison between TAM 
Peoplemeter (for viewership) and 
AdEx (for ad share) numbers for 
the last five years also reflects that 





Haresh Chawla/ Chief Executive/ TV-18 
CNBC is the clear leader in the business 
category: TV-18 diversified its portfolio by 
'consumer-oriented' business channel Aw 


news is the only genre 
stake in the ad pie ha: 
been double its viewe 
says Atul Phadnis, Vi 
TAM Media Research. 
That could have t 
quality of eyeballs that 
Men remain the dec 
and breadwinners in 
households and, desp 
walk-ins by women a 
news largely rem: 
phenomenon, expl 
Tarkas, CEO, Media D 
a major chunk of male 
vertising on TV goes tc 
reflected in AdEx's 
shows that automobi 
services, telcos, and c 
age-building are the b 
tisers on news channe 
The other importa 
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HOW NEWS IS CONSUMED 


IMPLE, AS ENTERTAINMENT. "WE (THE INDUSTRY) ARE OFTEN SLAMME 

down of news. But what do we do, when it's the crime and f 

grammes that bring big spikes in TRPs?" laments G. Krishnan, C 
And so, crime, sports and Bollywood account for around 30 per cent c 
tent of the news channels. According to an analysis by TAM, on a d 
is a cricket match in which India is playing, the average time spent 
news channels goes up to 170 minutes against 116 minutes otherwise 
also have a tremendous appetite for news. "Indians are politically sz 
our eventful political history, which even now shows no signs o 
says Naveen Suryapaneni, Director, Centre For Media Studies. The m; 
on the day the results to India's last general elections were declaret 
news channels (in overall viewership) quintupled from 6 per cent tt 


Invention never stays still for long 
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THE COMING EXPLOSION 


OU AIN'T SEEN NOTHING YET," SAYS ASHISH KAUL, VICE PRESIDENT, ESSEL GROUP. HIS TAKE: 

The current boom is not one at all; the real growth in TV news business will 

come in the next five to seven years, which will see the emergence of niche 
channels dedicated solely to sports, fashion, or film and entertainment news. And for- 
get regional channels, there will soon be city and town-specific news channels. (Zee 
Telefilms is already planning to launch three city-based channels). 

Kaul isn't talking through his hat. Most executives in India's television industry 
agree with him that news offerings will get immensely segmented as penetration 
increases and viewership grows. Says Sunil Lulla, Chief Executive Officer, Times Global 
Broadcasting: “Already, the needs of the urban audience are different from what's 
being served. They need a different and more dedicated service.” If there is one thing 
going for companies, it is that the entry cost in the news business is not too high 
anymore. “Those who already have an established network can go on launching 
additional channels at minimal expense,” says Kalanithi Maran, Chairman and 


Managing Director, Sun Network. 24 today. 100 tomorrow? 





Sun's Maran: Existing players can launch 
more channels cheap 








incremental reach at a very low 
cost. “News channels deliver a 
steady reach to a wider base of au- 
dience and that too, at a much 
lower cost,” says Kalanithi Maran, 
Chairman and Managing Director, 
Sun Network, the biggest broad- 
cast group in the south. The com- 
panies themselves have played it 
smart by making sure that airtime 
on news is the least expensive of all 
genres of television content. Ten 
seconds of airtime on a mass en- 
tertainment channel costs around 
Rs 2-3 lakh, on a cricket telecast, Rs 
3-3.5 lakh, and a mere Rs 5,000- 
10,000 on a news channel. Apart 
from reducing the industry’s de- 
pendence on the usual suspects (like 
fast moving consumer goods and 


white goods firms), this has made 
available an advertising platform 
to small advertisers, hosiery makers, 
small retailers, even tour and travel 
operators, who could never afford 
to be on television because of its 
prohibitive costs. 

News channels can afford to sell 
their airtime at lower rates, because 
for them, unlike cricket or mass 
entertainment, where content dem- 
ands huge investments, it (content) 
is a reasonably low-cost affair. 
“News channels in the country are 
booming because of frequent elec- 
tions. Elections generate highest 
TRPs. And for broadcasters, it’s al- 
most free content generation,” 
laughs Sun Tv’s Maran. 

The increasing number of news 


THE NEWS GENRE HASN'T JUST 
GROWN, IT HAS EVOLVED 


Viewership share of various categories within news. 


2002 
2003 


2004 
2005 (till March) 24 4 


3- 








Source: Media Directions 
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100% 


All figures, except number of channels, in per cent 






channels could result in the eventual 
commoditisation of content, but 
already, the larger players in the 
news business are working to dif- 
ferentiate their offerings. TV Today’s 
recent headlines-only channel Tez 
(targeted largely at time-starved 
audiences in the metros), NDTV’s 
features-driven business channel 
NDTV Profit, and Tv-18’s consumer- 
oriented business channel Awaaz 
are cases in point. As the Indian 
media market fragments further 
(see The Coming Explosion), it is 
likely that large firms such as these 
leverage their brand equity and dis- 
tribution strength to launch even 
more focussed news channels, The 
boom, if the economic engine con- 
tinues to chug, looks set to last. Ш 
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Auto’ 


Ancillary Czar 





There are auto component vendors, and then there is Baba Kalyani. His 
Bharat Forge is already the world’s #2 forgings maker and now, with a string 
of acquisitions, he's going after the global markets. PRIYA SRINIVASAN 


ALK INTO THE 

latest addition to 

the Bharat Forge 

manufacturing fa- 

cilities in Mund- 
hwa, Pune—a machining unit for 
heavy crankshafts (used in com- 
mercial vehicles)—and you could 
be forgiven for wondering if the 
company had diversified into some 
kind of laboratory-based business 
such as life sciences. Inside the air- 
conditioned facility are fully auto- 
mated production lines, and if you 
are looking for the components 
they churn out, you would need to 
peer through glass encasing atop 
lines of computer screens that flash 
a plethora of graphs and figures. As 
for the shop floor workers, there 
are just a handful, and each one of 
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them is busy staring into screens, 
occasionally tweaking some piece of 
equipment. The unit, which pro- 
duces Rs 110-crore worth of crank- 
shafts annually, can be manned by 
all of seven people. “See that grind- 
ing unit?” points out Bharat Forge’s 
Chairman and Managing Director, 
Baba Kalyani, who's taken time 
out of his daily shopfloor walk to 
point out a few things to this 
reporter, “well, that has been sup- 
plied by a German manufacturer 
whose service personnel are avail- 
able 24/7. All I need to do is send 
out a query from that terminal 
over there and someone sitting in 
the Black Forest region of Germany 
will have the problem sorted out 
within five minutes.” 

A 56-year-old auto components 


2000 


ҮҮ: - А mu 
Es? ME =i hat NES 
у, м à ME ala 


All figures have been converted using exchange rates prevailing in respective years 


vendor getting excited over 
technology might seem odd. But 
Kalyani’s got good reason to be, 
and the fact that he studied 
mechanical engineering at the 
Massachusetts Institute of 
Technology (МП), US, is only part of 
it. The more important reason is 
that today, in the highly frag- 
mented auto components indus- 
try still characterised by mom-and- 
pop units, Kalyani has been able to 
emerge way out of the crowd. 
He’s already the second largest 
forgings manufacturer in the world 
(second only to Germany’s 
ThyssenKrupp) and is on his way 
to becoming an important global 
tier-I vendor with full service capa- 
bility, including design, develop- 
ment and manufacture of core 





COMPANY: 
CDP Aluminiumtechnik 

(CDP AT) 

DEAL SIZE: 

€6.3 million (Rs 35.91 crore) 
STRATEGIC BENEFITS: 

Got a foothold in 
production of lighter 
components, for which 
there is a growing market 
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COMPANY: 

Federal Forge 

DEAL SIZE: 

$9.1 million (Rs 40.04 crore) 
STRATEGIC BENEFITS: 

Obtained a manufacturing 
presence in North America 
and a significant leg-up 
for the company’s 

dual shoring model 
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COMPANY: 

Imatra Kilsta AB and its subsidiary 

Scottish Stampings 

DEAL SIZE: 

€45.4 million* (Rs 241.15 crore) 

STRATEGIC BENEFITS: 

Further strengthens the company’s dual shoring 
and full-service supply capability across core 
engine and chassis components for cars and truck 


*The deal size is market estimate and not a company figure 
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established itself as the auto 
components bellwether. And it 
is the company’s focus on 
technology that has set it apart 
from among the 150-odd 
forgings companies in the 
country. And, again, it is the 
focus on technology that will 
take it towards its ambitious 
goal of being a billion-dollar 
company by 2007-08. How? 
To answer that, one needs 
to understand the shift that’s 
happening in the global auto- 
motive industry. Because of 
rising costs, capacity glut and 
stiffer competition, the car- 
makers who traditionally 
dominated the markets (think 
General Motors, Ford and 
DaimlerChrysler) are under 
tremendous pressure to cut costs. 
That pressure, inevitably, is being 
passed on to parts suppliers, forcing 
them to either seek cheaper manu- 
facturing locations or shut shop. 
That’s one reason why manu- 
facturing units in Europe and, to 
an extent, the Us, are up for sale 
at bargain prices, and consulting 
firm McKinsey estimates outsourc- 
ing potential at $20-25 billion 
(Rs 88,000 crore to Rs 1,10,000 
crore) over the next 10 years. Says 
Kalyani: “Indian companies have 
become competitive, they have 
bridged the gap on quality but 
still retain the low-cost structure, 
while the global players are under 


Growth In A Hurry 


Bharat Forge's revenues have grown 
more than four times in five years. 


2000-01 


Figures in Rs crore 
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tremendous pressure. Many of them 
will be taken over by companies 
with a lower cost structure.” 

For a vendor like Bharat Forge, 
snapping up such companies makes 
eminent sense. It already has low- 
cost manufacturing advantage, 
which means that a significant part 
of the production can be moved to 
India. What it doesn’t have is the 
high-end technology and the all- 
important OE (read: the vehicle 
manufacturer) relationship. While 
M&As can be risky, the other option, 
which is to get customers and then 
start building manufacturing capa- 
city for them, is equally risky. 

There's another reason why a 





2004-05 


figures; On a stand-alone basis, Bharat Forge had a total income 
of Rs 1,226.50 crore and PAT of Rs 161.60 crore last year 


greenfield investment (unless 
it's for the existing customers) 
is no more a realistic option. 
Says a senior auto components 
industry executive: "There's 
absolutely no lead time avail- 
able in this business anymore. 
OES expect you to start deliv- 
ering the moment they place 
the orders." And, of course, 
they need a local face wher- 
ever their factory is, so having 
a front-end helps immensely. 


"Betting The House" 
It is to Kalyani's credit that he 
understood the importance of 
technology early on. In 1972, 
when he returned from MIT to 
join his father's six-year-old 
forgings company, he must have 
seen a disconnect between India's 
closed automotive industry and 
America's still-roaring Detroit giants. 
“My first idea was to assimilate tech- 
nology in the company as fast as 
possible,” recalls Kalyani. While the 
young engineer expected cynicism, 
the first few years turned out to be a 
breeze. He first went about reor- 
ganising business processes for 
increased production, and between 
1972 and 1975, Bharat Forge dou- 
bled production every year. “That 
generated an energy in the com- 
pany and was motivating for every- 
one,” he says. 

In the late 70s, Kalyani felt the 
need for technological sophistication 


Not So Small 


The Indian auto components industry is bigger than it seems. 
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in the existing product mix of crank- 
shafts, axles and steering knuckles. 
To develop technology from scratch 
was near impossible, so Kalyani 
roped in foreign collaborators like 
Rockwell International and Bendix 
Corporation for axles and brake 
systems, respectively, “The industry 
fragmentation meant that we had to 
use technology to differentiate our- 
selves,” explains Kalyani. 

The strategy paid off. By the 
early 80s, Bharat Forge had started 
exporting to more sophisticated 
Russian markets, and by the middle 
of the decade, when the Japanese 
light commercial vehicle (LCV) wave 
came, it began to manufacture to 
the exacting standards of Japanese 
OEs. “The Japanese experience 
taught me that simply low cost of 
labour would not get us nowhere. 
We needed to get technology to 
drive this business,” says Kalyani. 

The first steps towards mod- 
ernisation were taken in 1989. It's a 
phase that Baba Kalyani's 30-year- 
old son Amit, also an Mrr alumnus, 
refers to as one where they “bet 
the house". It's easy to see why. 
The company invested Rs 150 crore 
in technology when its revenues 
were about as much. Precisely what 
they invested in was Wein Garten 
Screw Press alongside CAD/CAM sys- 
tems and IT infrastructure to cater to 
the new production lines, and bring- 
ing in new talent that could work 
on this infrastructure. This was 
clearly the single point when the 
company broke away from all its 
competitors. ^The media had said I 
was going to bring the company 
down at the time, but it turned out 
to be the best thing we had done; it 
propelled our move into the US 
market," says Kalyani. 

Exports started to pick up in the 
90s and proved a lifesaver when 
the domestic market went into a 
tailspin in the mid-90s. However, 
even today, Bharat Forge is largely 
dependent on the auto sector and 
that does worry some analysts. 
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“Also, due to low entry barriers, it’s 
easy for new entrants to set up shop, 
though we don’t see Bharat Forge 
facing any serious competition in 
the next three to four years, given its 
scale and technical prowess,” says 
Chirag Shah, an analyst at Quantum 
Information Services. 


The New Landscape 

Just the same, Kalyani isn’t taking 
any chances. Derisking is the new 
mantra, and it has two components 
to it: Acquire customers across the 
world and service them from as 
many points as possible (hence, 
acquisitions in the UK and the US). 
Kalyani even has a name for this 
strategy: It’s called dual-shoring, 
meaning that Bharat Forge can split 
manufacturing for overseas 
customers between India and a plant 
closer to them to boost their comfort 
level. The company’s existing manu- 
facturing facilities span eight loca- 
tions, of which just two are in India. 
That means half of the company’s 
manufacturing happens outside 
India, but customers have the option 


Amit Kalyani: The MIT grad helps drive the company's M&A strategy 
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of asking for dual shoring. To fur- 
ther strengthen its derisking model, 
the company plans to either acquire 
or build a new facility in China by 
the end of the year. 

Spreading out facilities is 
important for another reason. 
Bharat Forge wants to participate 
with its customers at the product 
development level. To that end, it 
has set up a technology develop- 
ment centre in Germany, with focus 
on product development and engi- 
neering, validation and R&D. 

At present, Bharat Forge racks 
up over Rs 500 crore in annual 
exports (45 per cent of its revenues), 
but the figure is clipping at 40 per 
cent a year. Add the revenues of 
newly-acquired companies like 
Imatra Kilsta AB and its subsidiary 
Scottish Stampings (besides other 
planned acquisitions and greenfield 
projects), Bharat Forge expects to do 
$750 million (Rs 3,300 crore) in 
exports on revenues of $1 billion 
(Rs 4,400 crore) by 2007-08. Unlike 
in the early 90s, nobody is laughing 
at Kalyani’s plans. 8 
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^s a unique IT company, Rolta has been able to look beyond just the immediate Plant Engineering Design services globally to intemational giants like The Dow Chemical Company 
»pportunities and create and build businesses with long-term prospects and relevance. > Joint Venture established with Sione & Webster Inc, USA, ona ol the world’s foremost e 
Rolta is the only CAD/CAM/GIS Company that provides end-to-end IT solutions and companies for addressing large projects, in segments like power, petrochem 
services that address a customer's total requirements for engineering and its e- > One of the top-three Premier Global Service Partners of Computer Ass: ridwid T 
enablement. Rolta has the ability to thoroughly understand it's customer's business, services ivi areas of Enterprise коой itt лед енто "- ко 
Jetermine what solutions will help that customer operate more effectively and develop шк PETER ске дус DO arl RE ORNS Утар TS! мана эрг" —À 
he "right" technologies that enables the customer to succeed. > Strong business partnerships with intemational technology leaders - Intergraph, 21 Imaging, PTL 
IBM, Microsoft, Oracle and others 





Whe Company is able to seamlessly weave its engineering and eBusiness solutions into : 
A n i 4 : oridwide presence with over 3000 nals, te-of the-art infrastructure including global 
sustomer environments by providing a wide range of services that include interfacing, > Wi pr wih over кыйк A laie йй t = 


sustomisation and development. The Company's clear focus on its core competencies gonnectiity and software development centers in India & USA 
yas enabled it to constantly add value to its customer base. > Subsidiaries in USA, Canada, UK, Germany, Netherlands, Saudi Arabia East and a network 
_ of over 15 full-fledged offices in India 


> Top quality certifications such as ISO 9001:2000, SE! CMM Level 5, BS 7799, BS 1500 





3olta's widespread operations have firm roots in India and it draws its strengths from a 
jJominating presence in the vast home market, This empowers it to sharpen and enhance 











ts offerings for the international markets. This approach also synergistically optimises > A leading Public Company with over 1,30,000 shareholders, profitable and consistently paying 

pones across operations. dividends since IPO in 1990 

^olta's ability to constantly re-invent itself, to remain relevant in the face of relentlessly > Ranked by Forbes Global for three years in a row (2001, 2002, 2003) amongst 1 

zhanging technologies yet remain focused on its core competencies is the primary reason . Companies in the world (Sales upto US $ 1 billion), only eighteen suc! е 

Kor the company's success. » impressive list of domestic and International Customers, such as: Saud 3n, 8 

IRolta's pioneering position is strengthened by its unique ability to plan intelligently and National Grid, Verizon, Sodexho, oe enitn EDS rs 3! =: ма у e х А OC " 

migrate competencies in the shortest possible time, enabling it to thrive in a business L&T, Reliance, Indiana Supreme Court, Telus, Bechtel, Aramco, Philips Medical, HSBC, Master 
Card, Bear Stearns & Co, Indian Defence, EIL, BHEL, BSNL, Tata Chemicals, Pollution Control 


environment where technologies change rapidly. Which is what you'd expect from a 


kruly world-class company. Boards, NRSA and many others 
1 
) i 
| 
ROLTA 
Managing Technology...Maximising Value ij 
Rolta India Limited, Rolta Technology Park, MIDC - Marl, Andheri (East), Mumbai - 400 093. Tel.: 022 - 2832 6666 www.rolta.com $1 


IS HAS TO BE AMONGST 
the most difficult jobs 
in the world today. 
Brad Smith is Senior 

Vice President and General 

Counsel, Microsoft, and over the 

past few years, he has become the 

visible ‘legal’ face of the company, 
through the anti-trust case and the 
consequent settlements in the US, 
and the anti-trust case in the 

European Union (see A Brief Legal 

History of Microsoft). Smith was 

in India recently and met with 

Business Today's R. Sukumar for a 

freewheeling chat about everything; 

from its anti-trust settlements in 
the us to the intellectual property 
rights regime in India to the future 
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Brad Smith 


Senior VP & General Counsel/ Micro: 


ith IT^ 


of innovation. Excerpts: 


How does it feel to be General 
Counsel for Microsoft? It is not exactly 
the most popular company in most 
circles. 

I really enjoy technology and | 
enjoy the law and very few jobs in 
the world sit at the intersection of 
those two things in a more 
dynamic way than this does. 
Technology in the IT sector keeps 
changing, that raises new legal 
issues, the law is evolving, and as 
the law evolves that leads to an in- 
fluence on or a change in the tech- 
nology. In some ways I get to sit 
at the busiest and most interesting 
intersection in the world today. 





If you had to look back at everything 
that has happened over the past two to 
three years, would you say that the 
ghost of 2000, when Judge Thomas 
Penfield Jackson ordered that Microsoft 
be broken up into two, has finally been 
laid to rest? 

I think we have made a large amo- 
unt of progress in building bridges 
with the rest of the industry and 
expanding the kind of dialogue we 
need to have with governments. 
We certainly go forward today as a 
company that appreciates the high 
level of responsibility we have as an 
industry leader. We appreciate the 
impact we hav e on consumers and 
competitors around the world. Yet, 
we also know that we need to 














innovate as quickly as ever. I won't 
:say that anything is ever completely 


over, but I think we have moved 


. < "forward a good deal. 


You have. also announced a spate of 
anti-trust settlements with other firms. 
You have spent a great deal of money 
on that, haven't you? 


Part of what we needed to dois 


build bridges to the rest of the 
industry. The most important part 
of the settlements we have reached 
¿< has been the opportunity to rede- 
- fine relationships. We have often 


< learnt that we have more in com- 


. mon than we thought we did. So, 
with AOL, Time Warner, for ex- 
. ample, we realised that there were 
new things we could work on to- 


gether. I think some good things 


have come out of the process. 
That's obviously led to the: talks 


Microsoft has been having with AOL- 
Time Warner (over a marketing arrange- 


“| think weh 





ment between AOL and MSN, even 
the possible acquisition of the former by 
Microsoft, according to some reports, to 
take on Google)... 

I don't want to get into the specu- 
Jation that is out there... 


But if the anti-trust thing with AOL 
Time Warner been going on, you prob- 
ably would never have sat together at 
the table. 

You are absolutely right that our 
relationship with Time Warner is in 
a very different place compared to 
just two and a half years ago. 


While things look all right on that front, 
you seem to have run into some trouble 


`` În EU where the European Court of 


First Instance passed a December 
judgement ordering you. to unbundle 
Media Player from Windows and share 


your server communication. protocol - 
with, essentially, the competition. What's 
the road ahead for Microsoft in Europe? 
It involves two or three things. The. 
first is, I think we have a good set of 


relationships with industry in Eur- 


ope; we have been improving our . 
ties; we entered into an important. 


cross-licensing agreement with 


Siemens; two, I think, very impor- 
tant agreements with Nokia in. 
February—one expands inter-op- 


erability between. Microsoft Exc- 


hange and their phones, and the. 
other is about digital media that 


really has a place on mobile phones. 


Second, we have a.court case and it. 


will go forward, but it will take 


time. It may be two years before | 


companies invent new techno 
and especially when t 


"That's what is. happening. t 


Both technology and the t 





technology does, but the law does 
move forward and ultimately ir does 
catch up. There is a clear pattern: 














TOSE 
nologies become widely c 
throughout Society, courts 
islators, all have to. grapp | 
new issues. It takes some time, bur 
then the law changes, and then 
those of us that create techno 








need to ensure that we are follow) 


the new legal rales that emerge. 
We are living in interesti 


moving and sometimes tl 


‘together and sometimes they are a 
bit at odds with each other. 





Опе мау of looking at everything that 
MS dune f n м ba iş 


we get a decision from the Eur- ab 


opean courts. Then, the third partis | r 


even while it continues, it is a lat 
important for us as a company со. can 







|» progress in building [erem S WI 
i rest of the. indus ry’ 


improve our relationship with the: 


European Commission. and gov- 


ernments across Europe. In part; 


that involves more discussion about 
competition issues, but it is also 


much broader than that because: 
the European Commission and the 


European governments care а lot 
about privacy issues, security issues. 
We have to recognise that. while 
the case continues, the rest of life 
needs to move forward. 


Is there a larger issue of the law: not 
keeping pace with technology? 

The law is moving forward. Every 
new technology creates issues for 


the law to address. It is very difficult: 
for the law to move as quickly as 


information technology s 


need to do well, nes is Ww 
-lutely need to keep moving fors 


internet-based, interconnected worl 





г age that to push your own new tech- 
“nology at the cost of other emerging 
new technologies, thereby stifting in- 
‘novation. The other insists that com- 


panies spend a huge amount of money 
developing technology and should be 
given time and flexibility to benefit 
from that. Isn't it strange that this 


entire conflict about innovation is 


being fought out in the courtrooms? It 
has become a legal issue. 
Lthink that if you look at where the 








the pace of innovation. In the 
do E 





in which we live, we need more 
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A BRIEF LEGAL HISTORY 
OF MICROSOFT 


ICROSOFT'S LEGAL HISTORY 

sort of began in 1990 when 
the US Federal Trade Commission 
started investigating its anti-com- 
petitive marketing practices. This 
investigation was later taken up by 
the US Department of Justice 
(DoJ), joined by several states, 
and soon expanded in scope to 
include issues such as anti-com- 
petitive licensing practices with 
PC makers and the bundling of 
the Windows operating system 
and Windows Internet Explorer 
(and much later, Windows Media 
Player). Things culminated with 
Judge Thomas Jackson's order in 
2000 that Microsoft be broken 
up into two companies, some- 
thing the company immediately 
appealed. In 2001, Microsoft and 
DoJ reached a settlement. Since 
then, Microsoft has settled a clutch 
of suits, a $1.1 billion one (Rs 
4,840 crore) with the state of 
California, a $536 million anti- 
trust one (Rs 2,358.4 crore) with 
Novell, a $775 million one (Rs 
3,410 crore) with IBM, a $440 
million one (Rs 1,936 crore) with 
InterTrust Technologies, a $1.6 
billion one (Rs 7,040 crore) with 
Sun Microsystems, and a $750 
million one (Rs 3,300 crore) with 
AOL. It still faces several legal 
challenges, including an anti-com- 
petition suit in the European Union 
where it has gotten off to a bad 
start with the European Court of 
First Instance ruling in December 
2004 that, even as the case was 
investigated and heard, Microsoft 
would have to unbundle Media 
Player from Windows and offer 
its server communication protocols 
to competitors. 
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inter-operability, than we did, say, 
five or 10 years ago. That inter- 
operability in turn requires new 
forms of collaboration between 
companies and broader licensing 
agreements of technology and int- 
ellectual property rights. It may be 
the case that the law and lawyers 
have helped frame these issues first, 
but I don’t think we should leave it 
to the lawyers and the courts to 
resolve all the questions. 

This is where things like open 
standards come into play. This is an 
area where more proactive licensing, 
comes into play. As a company, we 
decided in December 2003 to, in- 
stead of simply having a large patent 
portfolio, simply licence them out to 
others; we would use that to stim- 
ulate the transfer of technology. 1 
think as a company and an industry, 
we have the opportunity to solve 
problems more quickly while they 
are smaller. Hopefully, lawyers 
don't have to sort out everything. 


Digressing a bit on to patents, a com- 
pany like Microsoft should surely be a 
magnet for patent litigation. 

When it comes to the IT sector, we 
probably live on both sides of the 
fence more than any other com- 
pany. We spend more on R&D. As a 
result, we file more patent appli- 
cations than any other company. 
And because we are large, we are a 
target and typically have more law- 
suits pending against us than any 
other company. That has enabled us 
to see two things pretty clearly. The 
first is that the patent system does 
play a healthy and important role in 
innovation. But the system also 
needs to be improved. The world 
needs a healthy software patent sys- 
tem and the system isn't healthy 
enough. It is not healthy enough 
in the Us, and we have been calling 
for reform that would improve 
patent quality and reduce the po- 
tential for litigation abuse. From a 
global perspective what we need 
to do is to make the global patent 





system more accessible to compa- 
nies. If you are GE or Microsoft or 
IBM, you can afford to file patent 
applications in countries in conti- 
nent after continent. But if you are 
an individual inventor or a start- 
up, it is just too expensive to protect 
your inventions the way you should. 


| am sure you have studied the intel- 
lectual property regime in India. Do 
you think it needs improvement? 

You can really think about the iPR 
system in India in three ways. First, 
the laws themselves. There are good 
laws on the books. Second, you can 
think about the enforcement of the 
law. There the big challenge is build- 
ing more judicial capacity. There 
are 13 judges for every million peo- 
ple in India; in the us there are 
102. Expanding judicial capacity 
may involve the suggestion some 
are making of creating an IPR court. 
We have seen that in Thailand and 
it seems to be working well. The 
third is to think about results. In a 
sense one of the most pragmatic 
ways to think of the results is the re- 
ality that there is still a very high 
rate of software piracy in India, 74 
per cent. What just jumps out 
sharply is that in India, there is an 
incredible number of extraordinar- 
ily talented young software devel- 
opers and simultaneously there is 
this huge hurdle they have to over- 
come if they want to create a prod- 
uct. Part of what progress should 
bring to India is the opportunity to 
create more products in India, and 
export them. It's probably what is 
needed for India to create sustainable 
value in its IT sector. 8 
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Meet The 


Despite having investments in a 100 companies such as ABB and 
Ericsson, Sweden’s best-known business family has perfected the 
art of keeping ownership separate from management. sHAILESH DOBHAL 


Г TAKES A FEW MINUTES FOR 

the irony to sink in. Here you 

are, at a five-star hotel in 

Delhi, meeting with two sci- 

ons of one of the most pow- 
erful business families in the world, 
and the venue for your meeting 
isn’t a super-plush presidential suite 
or even a business centre conference 
room, but a (hastily-cho- 
sen) noisy corner of 
the hotel’s lobby, 
where people 
come and go, well, 
talking of Mic- 
helangelo. The 
Wallenberg scions 
themselves—Jacob 
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and Marcus—have just returned 
from a trip around the city, and 
it’s their wish that we sit someplace 
not claustrophobic. There’s no reti- 
nue of executives or hangers on, 
just the two Wallenbergs (besides 
Erik Belfrage, senior adviser, 
Investor AB, and the man respon- 
sible for getting them to India) 

in white shirt and tie, with 
Marcus’ coat draped over the 
back of his chair. Looking at 
the down-to-earth duo, it’s 
hard to that 
between them, the Wallen- 
bergs have investments in 
over 100 companies, with a 


Imagine 


















combined market value of over $14 
billion (Rs 61,600 crore), and that 
back home in Sweden, they are as 
important—if not more—as King 
Carl Gustaf or Prime Minister 
Goran Persson. 
But that’s the Wallenbergs 
for you. Founded by 
Andre Oscar Wallen- 
berg in the middle of 
the 19th century, the 
Wallenberg business 
empire has grown 
and grown to include 
investments in compa- 
ABB, 





nies such as 
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The 11 core holdings, or sphere companies, of the Wallenberg family. 


Value of stake: 


$110 


$2.1 








Atlas Copco $151h 
A global player in construction, mining and compression technologies 





Electrolux 
Consumer durables major 


$2.69b 








OMX 


Securities market owner in northern Europe 





SAAB 
Defence, aviation and space technology major 





SCANIA 
Manufacturer of heavy trucks & buses, industrial and marine engines 





SEB $2.08h 
Northern Europe's leading financial group 
| a $179m 
t IT services player in the Nordic region 
© Share of capital in per cent ЮЕ Share of votes in per cent 
Stake value figures as of June 30, 2005, and have been converted from Swedish krona using 


the current exchange rate of US$ 1 = 7.8 Swedish krona 
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Ericsson, AstraZeneca, Skandinaviska 
Enskilda Banken (SEB), and OMX, which 
owns stock exchanges in Stockholm 
and Helsinki, among others. At the 
heart of the Wallenberg empire is 
Investor AB, their holding company, 
which has between 3 and 20 per cent 
ownership—but typically greater vot- 
ing rights—in 11 core companies (see 
Investor's Jewels). That apart, the fam- 
ily acts as a fund of funds (that is, it 
invests in hedge and private equity 
funds such as RAM One and EQT Partners 
AB) and even has its own private equity 
funds under the Investor umbrella 

The surprising bit—and this is 
where Indian family-owned businesses 
may want to borrow a leaf or two 
from their experience—is that despite 
being in its sixth generation (Jacob 
and Marcus belong to the fifth genera- 
tion), the Wallenberg family has stayed 
together, led by some simple but pro- 
found principles that go as far back 
as the founder himself. For example, 
there's a simple rule that decides suc- 
cession: the eldest son (women aren't 
expected to participate in the family 
business) automatically becomes the 
group chief, provided he has the ability 
and the inclination to lead. Also, 
notwithstanding their personal wealth, 
the Wallenbergs are expected to work 
hard, and dedication to duty is con- 
sidered a key part of their upbringing. 
Therefore, to this day, both Jacob, 
who's the new Chairman of Investor 
AB, and Marcus, Chairman of SEB, go 
to work every day. Says Jacob: “1 
think you have to have that drive in 
order to be able to sit in the middle 
of what's going on business-wise 
and bring in the interest that you 
have to put into it." 


Owners But Not Managers 

Showing up at work every day, how- 
ever, doesn't mean that the Wallen- 
bergs are control freaks. Their respon- 
sibility, says Jacob, “is to be the own- 
ers, and we execute that responsibility 
and our business ideas through board 
memberships”. That’s also by design. 
“We have 15 major businesses, we 
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have a large number of companies 
on the private equity side, and if 
you put yourself as the CEO (in any 
of these companies) that'll take 
away 90 per cent of your time,” he 
says. Interestingly too, unlike 
holding companies in India (think 
Tata Sons, Pilani Investments or 
Reliance’s maze of investment 
companies), Investor is listed on 
the Stockholm stock exchange, 
making it transparent. The 
Wallenbergs control Investor via 


HOW INVESTOR AB IS STRUCTURED 





Total net market value (Investor 


a family foundation. 

All that, however, doesn’t mean 
that the Wallenbergs haven’t had 
their share of ups and downs. The 
family did face a crisis of sorts in the 
fourth generation of Marc and Peter 
Wallenberg (fathers of Marcus and 
Jacob, respectively), when there 


were stark differences of opinion: 


between the two brothers, resulting 
in the emergence of what Professor 
Hakan Lindgren of the Stockholm 
School of Economics described as 
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"two distinct spheres of interest 
within the Wallenberg family 
business group in the 1960s and 
1970s". One group, the professor 
wrote in a paper presented at the 
sixth European Business History 
Association annual congress in 
Helsinki in 2002, *was made of 
companies with Jw (Jacob Wal- 
lenberg, brother of Marcus Wallen- 
berg Jr., or Mw, that is grandfather 
of the two gentlemen featured in 
this article) as Chairman of the 


Other Holdings 


Hi3G, fund investments 
Total market value: $298m 


В Other operations +Other assets & liabilities 
Total market value: $2501 


board, and (another), where MW 
was Chairman". The biggest flash- 
point was the merger of 
Skandinaviska Banken and 
Stockholms Enskilda Bank in 
1972—an event the run up to 
which so traumatised Marc that he 


took his own life. pw died in 1980 - 


and when MY, too, died in 1982, 
Swedish media announced the end 
of the Wallenberg era. 

However, Peter Wallenberg, 
who took over as Chairman of 








Investor in 1982, steadied the family 
business and increased effective 
ownership in sphere companies. 
Peter also gave greater freedom to 
the CEOs of sphere companies. 
Today, according to Investor's guide- 
lines on corporate governance, the 
Chairman's role (the Investor nomi- 
nee is usually the Chairman) is to 
ensure smooth functioning of the 
board, evaluate its performance, 
identify areas of improvement, and 
interface between the management 
and the principal owners. 

As a policy, Investor puts a com- 
pany's needs and specific require- 
ments at the centre of its relation- 
ship with it. If that means certain 
contradictions within the sphere 
companies, so be it. For example, in 
India, ABB is bullish on the country 
and has even made India a single 
manufacturing location for certain 
power equipment, but Electrolux 
has almost given up on the market. 
It has sold its plants to Videocon, 
and has just around 5 per cent 
share of the overall white goods 
market. Says Marcus: ^You have 
to remember that these companies 
are separate companies, dealing 
with different markets, and have 
entered India at different times and 
on different premises. I don't think 
that Electrolux is not seeing the 
potential; it's more they are trying 
to find the right way." 

So far, the Wallenbergs have 
refrained from investing directly 
in India, but that may soon change 
(See “We Have A Long Tradition 
Of Following India"). In the five 
days that the Wallenbergs spent 
in India recently, they met 


Commerce Minister Kamal Nath, 


Ratan Tata, Deepak Parekh, Baba 
Kalyani and Sunil Kant Munjal, 
besides a host of other Indian busi- 
nessmen. Says Jacob: "The world's 
perception of India is changing." 
Obviously, critics who've announ- 
ced the death of family-owned 
businesses, underestimate the 
strength that lie in them. 
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“We Have A Long 
Tradition Of Following India” 
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Jacob Wallenberg 


Chairman, Investor AB 


EADING A BUSINESS DELEGA- 

tion of over 65 top Nordic 

CEOs to India recently, 

Jacob Wallenberg and 
Marcus Wallenberg, both 49, met 
up with BT’s Shailesh Dobhal and 
R. Sridharan. Excerpts: 


With cheaper manufacturing options 
like China, and now India, booming, 
how are industrialised economies such 
as Sweden and EU adapting? 

Jacob: I am absolutely convinced 
that we will see continued (protect- 
ionist) reactions within Europe, 
because shocks to the system and 
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Marcus Wallenberg 








Chairman, Skandinaviska Enskilda Banken AB | 


the individual are significant when 
we start to close down plants. And 
this will be a very significant chal- 
lenge for the politicians to deal 
with. In Sweden, we had up to now, 
a very good working relationship 
between labour unions and all 
political parties in their collaboration 
with private enterprise. 


You, as the Wallenbergs of Investor 
AB, haven't focussed on India in any big 
way, only your sphere companies have. 
What explains this? 

Jacob: We have a long tradition of 
following India. I must say that if 


you consider Swedish companies 
with other (country) multinationals, 
they (Swedish companies) were 
early starters in India. The general 
feeling was that India is a challeng- 
ing market and was even more chal- 
lenging back then, but obviously it 
is changing. The world's percep- 
tion of India is changing and that is 
one of the reasons why we are here. 


Will this visit lead to your Asia Fund 
(Investor Capital Partners-Asia Fund) 
looking at India in a big way? 

Marcus: This fund (Investor Capital 
Partners-Asia Fund) has been set 
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up with a very close geographical 
focus, and I don't think you can 
move out of that perspective. But, of 
course, you can look at a (new) 
fund that can concentrate on India. 
In fact, a number of private equity 
persons have come along with us, 
but draw no conclusions. 


How do you react to two of your sphere 
companies taking diametrically opposite 
views on India—Electrolux, which has 
virtually pulled out of India, and ABB, 
which is upbeat on India and is making 
it a big manufacturing base? 

Marcus: No, Electrolux has not 
pulled out of India, only (worked 
out) a different production arrange- 
ment. They have not pulled out the 
brand or the products. You have 
to remember that these companies 
are separate companies, dealing 
with different markets, and have 
entered India at different times and 
on different premises. And some 
of them have been very successful in 








"| believe the world's 


perception of India is 
changing" 
Jacob Wallenberg 





finding the right structures and 
some of them have had a tougher 
time. I don't think Electrolux is not 
seeing the potential; it's more they 
are trying to find the right way. 


When you are the owner there is a 
great temptation to end up running the 
business, much like many business 
families in India do. How do you resist 
that temptation? 

Jacob: We have 15 major businesses. 
We have a large number of compa- 
nies on the private equity side. And if 
you put yourself as a CEO (in any of 
these companies), that takes away 
90 per cent of your time. Our res- 
ponsibility, and that is what we have 
determined it to be, is to be the 
owners. And we execute that res- 
ponsibility and our business ideas 
through board memberships. And 
most often, I have been at the Cha- 
irman's position with these compa- 
nies—and, in Sweden, the chair- 
manship is a non-executive position. 
But it is a position where you have to 
stay quite involved in what's going 
on in the company, the policy deci- 
sions, etcetera. Nor do we have such 
a holding in these companies that 
we could demand the CEO's post. 


Every now and then, you have a mana- 
gement Cassandras predicting the 
demise of family-run businesses. What 
makes family-run businesses tick? 

Marcus: Let me start with some- 
thing else. You always have this 
debate of short term versus long 
term, especially in the western 
world, where you have a lot of 
fund managers who work for the 
short term. My view is that you 
need both short-term and long- 
term (views), otherwise you won't 
have a capital market that is liq- 
uid. But if you have to be building a 
business, you have to be long term. 
You can't run a pharmaceutical 
company and not be long term; it’s 
impossible. It takes you eight to 12 
years to put through a new drug. 
And, I think, it is easier to be long 





| "You have to be long 
| term if you want to 


build a business" 
Marcus Wallenberg 








term in a family set-up than a pure 
institutional set-up, where you're 
day-to-day run by many (compe- 
ting) views. 


How have you managed to keep the 
family intact when, everywhere else, 
including here in India, we're seeing 
families split? 

Marcus: In our case, our holdings 
are in the family foundation. We are 
actively participating in this (busi- 
nesses) on behalf of the founda- 
tion. It is not our money, it is the 
foundation's money. So, we don't 
have that element of distraction. 
And you know, if you are in a 
family, you have to give and you 
have to take. You may have diffe- 
rent views on things, but you have 
to see that (whether) you are there 
for your own personal benefit or try 
to help out the family (interest) in 
the long term. 

Jacob: You can't only argue from 
your vantage point, you have to 
look at family interests. ш 


What if the hardest day of your life 
was the first? 
Philips Neonatal Monitor. A premature baby enters this world small and 


ffagile — sometimes a mother's wedding ring can fit around its wrist. Anything less 
than a monitor with features created uniquely for that baby doesn't make sense. 
So Philips Neonatal Monitors are designed specifically around the needs of neonatal 


care teams and those first critical days of a premature baby. 


Join us on our journey at www.philips.com/simplicity 
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The Pepsi bottler has built an empire that spans food retail to real estate 
to education. It could well be Rs 5,000-crore big by 2010. SAHAD Р.У. 


HE JAIPURIAS ARE CONSIDERED OLD MONEY IN 
Delhi. They've been around for genera- 
tions now, but have never quite been there. 
While other rich Marwari clans, who 
started out around the same time, oversaw 
the rise and decline of pan-Indian business empires, the 
Jaipurias were content being anonymous but wealthy 


satraps of their privately-held kingdom. 

That is changing. Ravi K. Jaipuria, 50, has quietly 
built critical mass in his clutch of privately-held com- 
panies, and is now spreading his wings wider. Best 
known as a successful Pepsi bottler, he has over the last 
10 years, diversified into fast foods, liquor, real estate, 
hotels, education, ice creams and dairy products. His 
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A low-profile tycoon: Quietly but steadily, Jaipuria has moved into a clutch of booming industries 
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topline: Rs 1,200 crore. If that 
sounds mid-sized, sample this: he 
plans to grow more than four-fold 
by 2010 to Rs 5,000 crore. 

Jaipuria is taking small, 
incremental steps towards realising 
his grand vision—there is no 
grandiose announcement, little 
media frenzy and negligible hype. 
There can't be; he is a franchisee— 
albeit a big one—and not the prin- 
cipal in most of his businesses. In 
September, Jaipuria opened his first 
coffee outlet in Delhi's Connaught 
Place as a franchisee of UK coffee 
chain Costa Coffee. Devyani 
International, his vehicle for this 
venture, holds the franchisee rights 
for the whole country. The plan: 
invest Rs 150 crore to set up 300 
Costa outlets across India over the 
next three years. 

In August, Jaipuria kicked off 
his brewery operations in Mauritius 
in partnership with Raman Sood 
of the Eros Group and Avtar Lit, a 
London-based NRI, who owns the 


` Sunrise Radio Group. The business 


model is again that of a franchisee, 
this time of the world's largest beer- 
maker, the Belgium-based InBev. 
The total investment in Mauritius 
could be about Rs 50 crore, but 
the market is promising. The only 
other player, Pheonix Breweries, 
has been a monopoly for the last 30 


years. There's more: Jaipuria's also 
negotiating with InBev for the fran- 
chisee rights to its best-selling global 
beer brands like Stella Artois, 
Brahma, and Beck’s for India. “We 
hope to close the deal in three 


agreement in the bag, h 
ther take over some 
(several bottling units will be up for 
grabs following us’s takeover of 
Shaw Wallace) or go in for a mix of 
greenfield and contract bottling. 

Then, six months ago, he for- 









Ramesh Vangal-promoted. Mason 
& Summers, an Indian-made for- 
eign liquor (IMFL) company. But 
here, he's more likely to play the 
role of a large investor than that 
of a hands-on owner-manager. 
Besides, he's also set up Lemon 
Tree Hotels, a four-star hotel chain 
d in the range of Rs 3,000- 

4,000 a room/night), in partner- 
ship with former Taj Group honcho 
Patu Keswani. It’s doing roaring 
business; its two properties in 


Gurgaon (94 rooms) are witnessing . 


almost 100 per cent occupancy. 
There are plans to add six new ho- 
tels over the next year (two in Pune 
and one each in Delhi, Goa, 
Chennai and Mumbai). The target: 
1,000 rooms by 2007. 


1 day one. So how does Jaipuria run 
+ his various businesses? “1 involve 
months," he says. Once he has this ү 
| . ness (it is his flagship, accounts 
аі of the group turnover) 


` аге managed by profes 


ayed into the spirits business by 
picking up a 26 per cent stake in ће · 
oping two large properti 

















All these businesses follow more 
or less the same model. All are scat 
able, short-gestation businesses that 
start generating cash almost from 











myself more in the bottling busi- 


‘the others," says Jaipuria. These /— 
ale; he | 
only decides the bigger picture. 
But the venture he (in partner: 
ship with his eldest brother S.K 
Jaipuria) is really betting bi 
real estate. The brothers are d 












million square feet of residential: 
apartments and half-a-million square 
feet of commercial space-—~in 
Gurgaon and Indirapuram (near 
Ghaziabad) that will be ready in 
2006; and 90 per cent of the 1,200 
ара! ts are already sold out. 
uria's real ambitions are in 
the northern hinterland—in 
Saharanpur, Moradabad, Agra and 
Ghaziabad—where he is developing 
large colonies. All told, the brothers 
are investing Rs 750 crore in all 
their real estate projects combined. 
Says Jaipuria: ^I am upbeat on real 
estate. There is a huge market for 
quality housing in India." 

If you've already lost count of 
the number of businesses [аиа is 




































Ravi Jaipuria Has His Finger In E гегу P e 


“three years) 
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in, here’s another one: he 
has ploughed Rs 100 crore 
into education. He is the 
franchisee (what else?) for 
the Delhi Public Schools 
(0р5) in Gurgaon and Jaipur. 
He also runs two Montessori 
schools in the National 
Capital Region (NCR) under 
franchise from London’s 
Modern Montessori Inter- 
national. “We are making 
money in education, but it’s 
owned by a trust; the idea is 
to plough the money we 
earn from these schools back 
into education,” says Jaip- 
uria, whose two pps fran- 
chises have 7,000 students. 

So who is this man? 
Jaipuria is the youngest of three 
brothers—elder brothers S.K. and 
C.K. Jaipuria are also Pepsi bot- 
tlers—who hail from one of Delhi's 
oldest business families. Unlike 
many others that have broken up, 
the three brothers still live under 
one roof, in the sprawling 90-year- 
old family mansion on Delhi's hy- 
per-expensive Prithviraj Road. Their 
father, C.L. Jaipuria, controlled the 
Bank of Rajasthan till 1994 (it, sub- 
sequently, went to the Tayals). But 
bottling has been their mainstay for 
decades. They were bottlers for 
Coca-Cola till it was forced to leave 
the country in 1977, after which 
they moved to Thums Up (owned 
by Parle's Ramesh Chauhan then). 
The family started bottling for Pepsi 
when the cola major set up shop in 
the country in 1989 and has re- 
mained with it since. 

The youngest Jaipuria had 
migrated to Montreal, Canada, in 
the 1970s. There, he started 
dabbling in real estate and textiles, 
which he imported from India. 
Jaipuria—he's still a non-resident 
Indian (NRI) and, therefore, spends 
six months a year outside the coun- 
try—moved back to India in the 
late 1980s and joined the family 
business. “I still have small busi- 
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Pizza Hut: Adding an outlet every month 


ness interests in textiles and real 
estate in Montreal," says Jaipuria, 
who got an opportunity to carve a 
distinct identity for himself in India 
after the family's amicable prop- 
erty partition in 1991. 

But is he spreading himself too 
thin? Jaipuria doesn't think so. “Tm 
essentially in two businesses—con- 
sumer products (which includes soft 
drinks, fast foods, ice creams, beer 
and so on) and real estate," he 
explains. His Varun Beverages, he 
claims, has 10 per cent share of the 
400 million cases-a-year market for 
aerated soft drinks in India, and is 
Pepsi's largest bottler. But the trou- 
ble here is that the cola market is 
shrinking. So, though, he won't ad- 
mit it, the diversification spree de- 
scribed above could be a strategy to 
minimise his dependence on the 
beverages business. 

His diversifications are paying 
off, there's no question on that. 
His company, Devyani Inter- 
national, which has the rights for 
Pizza Hut in north and east India, 
already has 46 restaurants up and 
running; and it's adding an addi- 
tional outlet every month. Says 
Vikas Atri, CEO of Papa John's, an 
American pizza chain that is setting 
up shop in the country early next 


year: "Pizza Hut faces no 
threats in India, yet." And 
that's thanks mainly to you 
know who. 

Jaipuria also has big plans 
for Cream Bell, his ice cream 
brand. Currently available 
across north India, it is 
ranked #5 in Delhi behind 
Mother Dairy, Amul, Kwa- 
lity Walls and Vadilal. Jaip- 
uria, however, is optimistic. 
"The ice cream business is 
growing at such a frenetic 
pace that we ran out of cap- 
acity sometime ago. Our sales 
will double from Rs 50 crore 
to Rs 100 crore next year," 
he says. The long-term plan: 
extend the Cream Bell brand 
to a range of dairy products like 
yoghurt, paneer, butter, ghee and 
cheese. The company is setting up a 
plant in Baddi in Himachal Pradesh 
for this purpose. “This plant alone 
will generate sales of Rs 100 crore a 
year,” claims Jaipuria. 

He has lined up big ticket in- 
vestments in coffee chains, fast foods, 
real estate, hotels, breweries and so 
on, but where does he raise the 
funds for all this? He says he will 
largely depend on internal accruals 
and debt, but will look at a private 
placement sometime in future. 
However, the most immediate pos- 
sibility is the public listing of the 
hotels business (Lemon Tree). “I 
am not in a hurry to raise funds for 
my foods businesses. I am looking at 
attaining a critical mass of at least 
200 restaurant outlets before going 
in for an initial public offering.” 

But Jaipuria is clearly a man in a 
hurry. His deal with Costa Coffee is 
a case in point. He was talking to 
Starbucks, another global coffee 
chain, for some time. But the Seattle- 
based Starbucks wasn’t ready to 
bring down its prices (Rs 150-a-cup) 
for India, so Jaipuria went and signed 
up with Costa Coffee instead. That’s 
so typical of the man: you either 
run with him or get left behind. m 
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ore Than! 1 
Just Spark S8 
Plugs 


MICO is investing 

Rs 1,000 crore to beef 
up its presence in 
India. And no, it's not 
going to make millions 
of spark plugs only. 
VENKATESHA BABU 


DUGODI IS A MID-TO- 
low-end suburb in 
India's tech capital, 
Bangalore. It isn't quite 
a place where one 
expects to find the country office of 
a multinational corporation. But 
that's precisely where it is. The 
interiors of the four-storey building 
are typically Old Economy—the 
big boss sits in a sprawling room the — MICO's Hieronimus: Betting big on India and clean diesel technology 


UP AND AWAY 


For Mico, the numbers tell the story. 
Revenues PAT | Stock Price 
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size of a large billiards room, with 
decor to match. It’s quiet, it’s plush 
and it reeks of German efficiency. 
But as you step out, the sound of 
lathe machines and other industrial 
equipment wafts in, from clean, 
almost antiseptic Teutonic work- 
shops located on the campus just a 
few hundred metres away. Welcome 
to the world of Mico, a 60.55 per 
cent subsidiary of euro 40-billion 
(Rs 2,11,312-crore) German multi- 
national Robert Bosch Gmbh. 
MICO as in the spark plugs 
company? Well, yes and no! Yes, 
because it does make spark plugs. 
No, because they account for barely 
3 per cent of its Rs 2,327.9-crore 
turnover. The bank of close-circuit 
television sets that track your 
movements at any of the country's 
major airports carry the MICO tag, as 
does the Blaupunkt multimedia sys- 
tem on your car's dashboard. Most 
of MICO's products are unsexy, but 
very profitable: diesel fuel injectors, 
starters and alternators for cars, elec- 
trical power tools, packaging ma- 
chines and security systems aren't 
the most exciting products in the 
world, but given the company's ope- 
rating margins of 24.2 per cent, nei- 
ther the management, nor the share- 
holders are complaining. Profits, too, 
have jumped almost five-fold from 
Rs 81.2 crore in 2000 (the calendar 
year is also its financial year) to 


ut 
pumps, Ў 
alternators and spark plugs) 





Segment Wise Contribution 
Auto After Market Sales 








MICO's Viswanathan: Hopes Indians will take to diesel vehicles in a big wa 


Rs 374.8 crore in 2004; in the first 
six months of its current financial 
year, it earned a net profit of 
Rs 194.05 crore. During this period, 
its topline grew at a compounded 
annual rate of 17 per cent. And in the 
last one year alone, its share price has 
jumped from Rs 1,700 levels to 
Rs 2,388 on September 30, 2005. 
Driving these impressive figures is 
the boom in automobiles and auto 
components, sectors that account 
for 90 per cent of MICO’s sales. Now, 
the company is increasing its expo- 
sure to India: it is investing Rs 1,000 
crore on expanding capacity here. 


Figures in Rs crore 


And it's betting big on diesel 
spending Rs 850 crore, mainly at its 
Jaipur and Nashik plants, to set up 
production lines for various CRS 
(Common Rail Diesel System aka 
clean diesel technology) and allied 
products, which MICO MD Albert 
Hieronimus says, will make up 60 
per cent of its turnover in five years. 
It's a proprietary Bosch technology 
that burns diesel more efficiently, 
reduces emission to below the | 
of petrol and gives 15 per cent more 
power per unit of fuel. 
Joint Mp V.K. Viswan 
explains why the successful 


athan 
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“We Had To Sweat Our is To Perform Well" 


| you achieve this? . Cleaner technologies and provide us an 
| We had to really sweat our assets. The 3». opportunity for growth. The balance will 
global. thumb Tae i is that the auto | be used to beef up our existing operations. 
industry grows at 1.5 times the rate of \ 
the whole economy. Overall, the Indian You have had three share buybacks in the last 
economy has been growing at 7-8 per cent, but Abu Е Any more in the offing? — — 
` We've achieved 17 per cent CAGR over the past four No. We are investing heavily to secure our leadership 
years. Strategic, structural and operational efficien- position in the market and, therefore, see no imme- 
cies have helped us to perform better. diate scope for a further buyback. 
implementation of this project is “We realise that the current tear- this growth rate.” Security devices 
crucial to MICO’s long-term away growth rates may not be sus- are another growth area. “Our aim 
Ё prospects. “In the past, our growth — tainable over the long term. That's is to emerge as a one-stop shop for 
р has mainly come from existing why we've taken a conscious deci- all security technology requirements 
" product lines. But here, we're sion to also focus on exports," says of our customers," says Dhiraj Wali, 
* attempting to change the technology Hieronimus. As a percentage of Business Head of MICO’s Rs 40- ( 
1 platform itself,” he says. But MICO turnover, exports have risen from crore Security Systems Division. 
J. doesn't merely import technology 10 per cent three years ago to Then there's the Blaupunkt range of 
E: from its German parent and repli- around 17 per cent now. The goal is car multimedia systems, which has 
3 cate it here. It customises the tech- to take it to around 20-25 per cent, a market share of 21 per cent and 
i nology, as it did for Mahindra & thus, reducing MICO’s exposure to revenues of Rs 45.2 crore in India. 
Mahindra’s Scorpio, for individual the vagaries of a single market (see “This division has been growing at 
4 clients. “We spend 2.5 per cent of Up And Away). 15 per cent per annum for the last 
our turnover on research and deve- Globally, Bosch is more than two years,” says Ajay Sawhney, 
t lopment,” says Viswanathan. just an auto components company. Deputy General Manager in charge 
Ы The confidence and the bullish- It has a very strong presence іп of the brand in India. 
k ness that seem to percolate through industrial technology (think power “Our goal is to achieve the kind 
q the ranks of the company today isa tools, security technology and pack- of product mix Bosch has: 60 per 
4 far cry from the situation in 1999- aging machinery) as well as con- cent of its global revenues come ! 
F: 2001. That was when tardy market sumer durables (refrigerators, wash- from the auto sector, 12-15 per 
2 conditions and a bloated workforce ing machines, microwave ovens, cent from industrial technologies 
E had combined to drag the company dish washers, lawn mowers and and the rest from consumer 
E. into the slow lane. The top and bot- garden tools). MICO has big plans in durables,” informs Hieronimus. He 
Б tom lines stagnated and simmering several of these product categories. adds that there аге no plans at pres- 
Ё’ labour tensions caused demoralisation Its Rs 155-crore power tools divi- епі, however, to launch Mico-Bosch 
E. in the ranks. “We had to undertake sion already commands a 25 per refrigerators, washing machines, 
Е painful strategic, structural and ope- cent market share in the country microwave ovens and dishwashers 
* rational changes to pull ourselves and is growing at 30 per cent per іп India. “But ГЇЇ never say never!” 
ү out of that situation,” says Hie- annum. Says Navin Paul, who heads If Mico, which is obsessively 
^ ronimus. MICO rightsized its this unit: *The boom in the con- media shy, does launch these prod- j 
workforce from 11,500 to 9,500, struction sector and massive ucts, and maybe even before that, t 
бє rejigged its portfolio of products and expansion in the nascent do-it-your- people will realise that MICO means 
s increased its focus on exports. self segment will enable us to sustain а lot more than just spark plugs. ш 


"THE 58-YEAR-OLD MANAGING DIRECTOR 
. of MICO, Albert Hieronimus, speaks 


к ire Venkatesha Babu on MICO's - 


ans for and in the country. Excerpts: 


Ea sales have doubled and net — 
profit has grown almost five-fold. How did - 





You are investing Rs 1,000 crore in India. 


Where will the money go? 


The money will come from internal 


accruals. We're investing Rs 850 crore on 


`` CRs (Common Rail Diesel System). The 


introduction of stringent emission norms 
will open up an enormous market for 
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HP COLOR LASERJET PRINTERS. 
FOR COST EFFECTIVE IN-HOUSE PRINTING. 


HP presents an incredible range of colour LaserJet printers 






- HP COLOR LASERJET э HP COLOR LASERJET HP CO A 
4650 PRINTER SERIES s 5550 PRINTER SERIES 9500 PRINTER 
Rs. 1,28,999* on 7 Rs. 1,99,999*.. Rs. 5,35,999* 
* Up to 21 ppm (Cir/Bik) — — * 28 ppm (CIr/Blk * Commercial press like 
RAM * 160 МВ RAM . to 24 £ 
page * 120,000 pages per month 
* A3Size 
Exchange your old laser printer and 
get up to Rs. 32,000/- off^ or Free get up to Rs. 54,000/- off* or Free Exchange your old los 
HP Business Inkjet 1000 Printer worth HP palm PC iPAQ worth Rs. 14,000/- and get up to Rs. 1,15,00( 


Rs. 8,000 with HP Color LaserJet with HP Color LaserJet 5550dn/dtn* 
4650dn/dtn Model". 


SMART ADVICE > SMART TECHNOLOGY > SMART SUPPORT 


Awarded by PC Magazine Readers’ Choice Call 3030 4499 (from mobile) or 
Award - Overall Printers Catsgory 1600 425 4999 (from MTNL/BSNL lines) 


Ж An "A" Rating for 12 years running” 


Visit www.hp.com/in 


‚ An "A+" Rating for 2 years running? 


. Clinched the top spot for 14 years running? E-mail in.contact&hp.com 











Hotels and Resorts 


Designed for travellers seeking a new dimension of luxury 


Marriott International, Inc., the leading worldwide hospitality company has 


nearly 2,600 operating units in the United States and 65 other countries and territories. 


The company's portfolio includes world famous brands like 


Marriott Hotels and Resorts; The Ritz-Carlton; Renaissance; 


Courtyard by Marriott; Marriott Executive Apartments amongst others. 


Marriott Golf manages 57 golf courses at 43 facilities around the world. 


he "JW" designation 
today represents 
the most distinctive 
and elegant hotels 
bearing the Marriott 
name. They are a collection of 
authentic signature hotels located 
in major destination cities and 
resort areas in 17 countries, with 
many more to come. Offering a 
new dimension of luxury, the 
Collection appeals to those 
travelers who seek unique 
environments and unpretentious, 
authentic hotels and whose idea 
of luxury means informal, relaxed 
environments where the flourishes 
are tailor-made and meaningful 
and the service is anticipatory and 
warm. JW Marriott hotels offer the 
comfort and style associated with 
premium brands without any 
ostentatious display of status 
In the world of JW Marriott, 
world-class spas, golf, fitness 
centers and restaurants are 
essentials. So are amenities like 
high-speed Internet, Wi-Fi, state of 
the art business centers, easily 
accessible in-room technology, and 


best-in-class conference and & 


catering services. JW Marriott 
guests regard these amenities as 






WIN 


Li 


JW Marriott Hotel, Hongkong 






Lobby of JW Marriott Hotel, Dubai 


contributing to their overall travel 
experience by helping them 
achieve their goals, whether the 
goals are about professional 
achievement or personal well- 
being 

JW Marriott Hotels and Resorts 
are growing in gateway cities 
throughout the world. These 


, locations include Atlanta, Houston, 
| Mumbai, Shanghai, Miami, Cairo, 


Washington (DC), Bangkok, Dubai, 
Kuala Lumpur, Hong Kong. Lima, 
Seoul, and Mexico City. Coming 
soon are locations in Toronto, 
Beijing, Bangalore, London, Algiers 
and Puerto Rico. 

All JW Marriott Hotels and 
Resorts participate in Marriott 
Rewards, one of the world's most 
preferred frequent-guest program. 
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THE TOP 
GROSSERS 
OF 2005 


OLLYWOOD, RENOWNED FOR PLOTS FILLED 
some predictable and turns, some out 
ing, could never have scripted a story 
October has just begun, the three months 3 
duction houses release their big mo 
flock cinemas (October, 
India’s extended equivalent of the West . 
season) lie ahead, and already, India’s Hindi motio 
has seen 15 hits, with the top 10 grossing over Rs 330 
sons range from production houses that approach the 
making movies differently to the mushrooming of malti 
the country (at last count, there were 73 mult sw 


of ander-declaration (of tal 

strands to Bollywood’s makec 

porates into the industry and the use of marketing techn 
from the FMCG (fast moving consumer goods) industry, I 
is one thing that stands out, it is this: through. 2003 
Bollywood's popular refrain was “ес cross over”, а те 
thing from making motion pics with an international ap 
nomenon of Indian actors bagging roles in Holly 

the industry seems to have realised that it can do b 

this year) by simply borrowing best practices fr 
catering to India’s huge domestic market. It is an irom 
most clichéd management slogan of the 1990s, Think ¢ 
describes best Bollywood’s success at breaking 2 
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ALL HAIL THE 


ASSEMBLY LINE 


The factory approach works. Just ask the makers of some of this year’s monster hits. 


OLLYWOOD'S STUDIO 
system—studios ret- 
ain directors to pro- 
duce motion pics for 
them; they work 


YASH CHOPRA/ Yash Raj Films 


pretty much as companies should, 
financing the movie, marketing and 
distributing it—has fans and foes 
in equal measure but it is, inar- 
guably, one of the things that has 
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built America’s film industry into the 
global force it is. Bollywood doesn’t 
have studios, at least, not yet; what 
it has are production houses, sort of 
precursors to studios. Film makers 
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BLOCKBUSTERS 


SANS STARS 





WISH | KNEW HOW A FILM WITHOUT 

stars could be a blockbuster,” says 

Nagesh Kukunoor, the director of 
one such, /qbal, celebrating the fact that 
his film could be the surprise package 
of the year. Then, there is a star in the 
motion pic which has become a talking 
point within the industry; it is cricket. 
Theme, some film makers maintain, is 
becoming critical to success of motion 
pics (and in a cricket-crazy country 
like India, Kukunoor could have done 
worse than make a movie about a 
young man's struggle to become a fast 
bowler). However, there is more to 
Iqbal's success, something that high- 
lights Bollywood's attempt to segment 
the audience. Mukta Arts, the pro- 
duction house behind /сба/, kept costs 
low (a total budget of Rs 4 crore), 
released the movie in eight cities (its 
appeal is largely urban), and focussed 
its marketing efforts on ensuring a 
good opening in these cities. Maybe, 
just maybe, there is a method to mak- 
ing a blockbuster sans stars. 





like Yash Chopra, Ram Gopal 
Varma, Subhash Ghai, Mahesh 
Bhatt and Karan Johar have all 
formed production houses, in the 
process transforming themselves 
from well-thought-of directors into 
full-fledged businessmen. There's 
enough motivation for them to 
make the shift to production house: 
it is a low-risk model that promises 
a steady flow of releases. 

It's all about numbers, insists 
Varma, who has, aptly enough, 
named his production house The 
Factory (it had five releases in 2004 
and already has four thus far in 
2005 and Varma insists that 
"Entertainment is a product"). And 
if Varma's current obsession is 
Mumbai's underworld—three of 
the four releases The Factory has 
had this year have to do with this— 
that of Vishesh Films' is sex (see 
Sleaze Fest). *Next year, we will 
release six films," says the ban- 
ner's promoter Mukesh Bhatt. 

Directors do not seem to have a 
problem working with production 
houses. After all, they benefit from 
the support of a large banner, a 
fixed remuneration and the possi- 
bility of doing more films with the 
company, if one works. And most 
production houses allow directors 
the leeway they need to make a 
film. “All creative decisions are 
mine," says Nagesh Kukunoor, who 
recently made Iqbal under the ban- 
ner of Mukta Arts. The low-budget 
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film cost Rs 3 crore to make, and 
Mukta spent another Rs 1 crore 
on marketing it aggressively. *We 
have already grossed Rs 3 crore,” 
says Ravi Gupta, CEO, Mukta Arts 
(the film was released on August 
26 and is still showing). 

Although directors are allowed 
their creative space, production 
houses do bestow, consciously and 
unconsciously, their own flavour 
to a movie. And that, say industry 
executives like Uday Singh, 
Managing Director, Sony Pictures 
Releasing of India, results not just in 
more releases, but more hits. “I 
think a banner like Yash Raj Films 
has really got its act together; some 
big players like them have moved 
from making one film a year to 
about five.” For audiences that have 
grown to expect something from 
directors like Chopra and Ghai, 
any release from their production 
houses, Yash Raj and Mukta 
respectively, promises a bit of the 
same. The year’s biggest hit (thus 
far), Bunty aur Babli, came from 
Yash Raj and it wasn’t directed by 
Chopra. 

Not surprisingly, the people 
behind production houses have 
started looking beyond their next 
release, at the creative and financial 
legacy they will leave behind. “We 
will supervise creativity and out- 
source production and direction,” 
says Varma. “There will be a time 
when I will not matter so much to 
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the company.” and the qualit 

Not everyone buys the pro- tant,” he says. 
duction house concept. There are should appeal 
film makers like Filmkraft one segment o 
Entertainment's Rakesh Roshan “by becoming : 
(he produces and directs, and his I do think I mz 
son Hrithik stars in his films) who mise on quality 
believe the benefits of genre films of thought, bi 
as well as having several releases in year's 15 hits 
the same year are over-rated. “I duction houses 
like to make one film at one time find himself in 
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THE BUSINESS 
OF BOLLYWOOD 


Corporatisation and organised sector financing are Bollywood's emerging themes. 


And they promise to change the industry. 


t 





ANSHUMAAN SWAMI/ CE0/ Applause Entertainment 


HE WORD INDUSTRY HAS, 
by some estimates, been 
used in association with 
the word film for well 
nigh three decades in 
India. Yet, it was only in 2000 that 
the business of making films was 
officially granted an “industry” sta- 
tus in India. The move opened up 
access to organised sector financing, 
encouraged several companies in 
the business to tap the stock market 
with initial public offerings (IPOs), 
and has, over time, helped 
Bollywood grow to a stature where 
it is beginning to attract the interest 
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of private equity firms. 

Circa 2005, there are still whis- 
pers (loud ones) about Bollywood's 
underworld connections, especially 
in the realm of financing, but things 
are far removed from what they 
were a mere five years ago. À report 
on Bollywood, released by Yes Bank 
earlier this year, mentions that prior 
to 2000, most Bollywood movies 
were financed through the pro- 
ducer's contribution, pre-selling the 
movie to distributors, and money 
from private film financiers who 
charged an interest rate of anything 
between 36 per cent and 50 per 


+” 


and we felt that we had to get in” 


cent. Today, says Sunir Kheterpal, 
Entertainment and Media Banking 
Group Head at Yes Bank and the 
author of the report, things are very 
different. “Last year, 50 per cent of 
the top 50 films in Bollywood were 
financed by the organised sector. 
This year, the number could be 
upwards of 65 per cent.” 

In some ways, the change in the 
way Bollywood operates is reflected 
by the entry of a group as large 
and respected as the Aditya Birla 
one into the space, and by the fact 
that development financial institu- 
tion IDBI has sanctioned, since 2000, 
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some Rs 300 crore to film makers. 
“It comes down to how an industry 
is performing,” says Anshumaan 
Swami, CEO, Applause Enter- 
tainment (promoted by the Aditya 
Birla Group). “Worldwide, enter- 
tainment is the fastest growing sec- 
tor and we felt that we had to get 
in.” He is, however, quick to add 
that while there is no question of the 
group’s commitment to the industry, 
it would prefer to take its orienta- 
tion slow. “That’s because this is a 
high-risk industry,” adds Swami. 
Thus far, Applause has produced 
two films, the Govind Nihalani 
directed Dev and one of this year’s 
top-grossers, Sanjay Leela Bhansali’s 
critically-acclaimed Black. “We have 
sanctioned assistance for 50 films in 
the last five years and this aggregates 
to about Rs 300 crore,” says 
Jitender Balakrishnan, Executive 
Director, IDBI. “We have recently 
doubled our exposure limit and 
have increased it to Rs 200 crore." 
Balakrishnan will not comment on 
the returns other than to say they 
have been healthy (and that the 
company hasn't had problems with 
defaults). That may have to do with 
the quality of the institution's 
screening process; in the mid-1990s, 
the non-banking finance compa- 
nies scam in Tamil Nadu was 
engendered, in part, by 


indiscriminate loans at usurious 
rates of interest to film makers. 
Investors flocked to these firms 
lured by the promise of high rates of 
interest (sometimes in excess of 20 
per cent); then, the films bombed 
and they lost their little all. For the 
record, IDBI adopts a stringent 
process when it comes to financ- 
ing films: this includes screening of 
applications by an Advisory 
Committee before the money is 


CORPORATES INTO THE BUSINESS OF FILMS 


Name Of Corporate/ Entertainment Division/ Company 





Note: Tata Infomedia, before it was bought over by ICICI Venture, floated an entertainment division 
called Cutting Edge Entertainment that has since been shut down 

Pantaloon and Raymond too are said to be in the film business through surrogate production companies. 
Nothing is known about these projects 
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finally granted. IDBI funds a maxi- 
mum of 50 per cent of the total 
cost of a project. 

There is also talk of private 
equity money heading for 
Bollywood. However Mahesh 
Chhabria, Co-head (Investment 
Banking), Enam Financial, believes 
that this will only happen when the 
industry boasts several companies 
that can deliver, not just one or 
two. “The issue of scalability is 
important. Apart from Yash Raj, K 
Sera Sera and Vishesh, there are 
not too many who are in a position 
to make four-to-six films each 
year,” he explains. And while sev- 
eral companies have gone in for 
IPOs since 2000 (Mukta and Adlabs 
are two), issues related to the way 
the companies are run abound. 
Chhabria admits that there is still 
some scepticism in finance and 
banking circles about companies in 
Bollywood that are listed. 

Even as this magazine goes to 
press, for instance, the Company 
Law Board is reportedly investigat- 
ing Mukta Arts on the grounds that 
the company has gone beyond the 
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main objectives for which it was 
set up. This pertains to its invest- 
ments in the stock markets to the 
tune of about Rs 80 crore. Mukta 
Arts CEO Ravi Gupta says his com- 
pany had not violated SEBI norms 
and that the allegations are untrue. 
“We have moved the Bombay High 
Court ,” he adds. 

“Corporatisation is about a host 
of issues like raising public money, 
greater levels of accountability and 
transparency, and becoming disci- 
plined,” adds IDBI’s Balakrishnan. 
However, the institution’s decision 
to double its exposure limit is being 
viewed by Bollywood as a sign that 
it is on the right track. 

Is it too soon (and too fanci- 
ful) to speak of Bollywood Inc.? 
Well, the exit of large groups like 
the Tatas from the business (Tata 
Infomedia made one motion pic, 
Aitbaar, before the group decided 
to sell the company to ICICI 
Venture, which has since ref- 
ocussed it on its core business of 
printing and publishing) is hard 
to ignore. 

Equally hard to ignore, how- 
ever, is the presence of groups 
such as the Aditya Birla one in 
the business (“We could have a 
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MOVIES FUNDED BY IDBI 


MOVIE LANGUAGE 


Mangal Pandey: The Rising — Hindi 
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ENTERTAINMENT FIRMS THAT HAVE CORPORATISED = 


Zee Telefilms 

, Mukta Arts 
Adlabs 
Balaji Telefilms 
Padmalaya Telefilms 
UTV 





Shringar Cinemas 
Radaan Mediaworks 


couple of releases next year,” says 
Applause’s Swami). And in 2005, 
shortly after acquiring a 51 per 
cent stake in Adlabs, Anil 
Dhirubhai Ambani Enterprises’ 
(ADAE) Anil Ambani articulated 
his desire to move from the dis- 
tribution end of the film-making 
business to the production one. 
The acquisition is reported to be 
part of the group’s initiatives 
towards becoming a convergence 
major. Reliance Infocomm, a 
group company, will be a key 
part of this future plan. 
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Production of TV serials and films 


The sudden influx of a huge 
amount of private equity money 
into India could well prove a cat- 
alyst in Bollywood’s progress 
towards becoming a full-fledged 
industry. Right now, says Enam’s 
Chhabria, “private equity play- 
ers see the industry as being 
unorganised”. Yet, if some of 
them decide to take the plunge, 
“and invest time and money, they 
could make it organised”, Even 
without that, Bollywood should 
get there; a helping hand or two 
may help it do so faster. 
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MANAGING THE TRADE 


Distribution is one area that has seen the most change. 





S DISTRIBUTION REALLY THE 

area that has seen the most 

change in Bollywood? 

Absolutely, say those in the 

business. For long, the distri- 
bution system was characterised by 
virtually zero levels of transparency 
and a lack of trust between those 
involved in the business. Exhibitors 
(read: theatre owners) often stiffed 
producers and distributors by not 
disclosing actual revenues. A film 
that was a hit could have, in reality, 
been a bigger hit; and a flop could 
have actually been an average 
grosser. And the extent of damage 
was as high as 50 per cent in some 
cases. That wasn't a malaise 
restricted to India alone. Overseas 
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markets emerged a goldmine of 
sorts for producers (the population 
of non-resident Indians in the UK 
and the US ensures that), but they 
still had to live with exhibitors and 
distributors not declaring their tak- 
ings accurately. 

Most producers have chosen to 
tackle the problem by setting up 
their own distribution companies 
or divisions that, in turn, directly 
deal with smaller distributors and 
exhibitors. This minimises the 
chance of under-declaration. The 
emergence of multiplexes has helped 
the cause of producers. According to 
one producer, it is possible to have 
control over 80 per cent of the 
film's collections since this comes 


from larger cities where the multi- 
plexes are transparent about ticket 
collections. *The other 20 per cent, 
frankly, is something that I am not 
bothered about,” he admits. After 
all, 80:20 is better than 50:50. 
Companies like Yash Raj Films 
have set up their own distribution 
wings that, apart from distributing 
their own films, do that of other 
large production houses. Ram 
Gopal Varma too has entered the 
business. The conventional distri- 
bution model may well be dead. 
The advent of multiplexes, in 
particular, has ensured that pro- 
ducers can deal directly with 
exhibitors, many of whom have a 
presence across cities, and are 
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transparent about collections. Given 
the imperfections in the old distri- 
bution system, and the potential 
gains, several companies such as 
Mukta Arts, UTV and Cinevista have 
diversified into the distribution space. 
And some producers, distributors 
and exhibitors are contemplating 
turning conglomerates that would 
have a presence in every aspect of 
Bollywood, from making films to 
screening them. 

“The large players have the 
opportunity to build companies 
like those in Hollywood,” says 
Ravi Sardana, Vice President, ICICI 
Securities, explaining that pro- 
duction houses can do so by mov- 
ing into areas such as distribution 
and exhibition. 

Changes in distribution haven't 
just happened in terms of produc- 
tion houses, or others entering the 
business, and turning it more trans- 
parent; there have been signifi- 
cant changes in terms of technol- 
ogy and logistics too. 

Today, for instance, digital 
prints, as opposed to celluloid ones, 
are common (they cost less and are 
far more easy to transport and are 
also far more difficult to damage), 
and some companies are even con- 
sidering beaming motion pictures 
through satellite to theatres (see 
Digital Dreams). And in an effort to 
tackle piracy, producers and dis- 
tributors have taken to releasing a 
huge number of prints (again, fa- 
cilitated by the fact that digital prints 
cost a 25th of celluloid ones). Yash 
Raj Films, for instance, released 
over 350 prints of Salaam Namaste 
across the country. That would have 
been inconceivable in the past. 
Ramesh Sippy, the man behind 
Sholay, considered by many to be 
the most successful Hindi film ever, 
remembers releasing the motion pic 
on August 15, 1975, in Mumbai 
and in October, November of the 
same year in other, Northern mar- 
kets. “That would be unthinkable to- 
day,” he laughs. 
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DIGITAL DREAMS 


A Chennai entrepreneur shows the way. 


RUST THE TECH-SAWY SOUTH TO SHOW THE WAY. IT NOW BOASTS WC 
Г Pyramid Saimira Theatre and Кеа! Image Media 

Technologies Ltd, both in the state of Tamil Nadu, that are in the midst 
of a large-scale experiment in digital distribution that could well change the 
way movies are distributed in India. Although the specifics of how the com- 
panies are approaching the business are different, the principle remains the 
same: sign up a large number of theatres; enter into a deal with producers 
or distributors; and beam the movie (which has been converted into dig- 
ital format if it already isn't in it) straight to the hall through satellite, thereby 
reducing the chances of piracy to almost nil. And while Pyramid's 
Chairman V. Natarajan plans to either acquire the distribution rights out 
right or enter into a revenue-sharing agreement with the producer or dis 
tributor, Real Image Media's Director Senthil Kumar will charge distributors 
a flat fee of Rs 300 per screening. Both companies have entered into 
arrangements with theatre owners (a lease in the case of Pyramid; the sale 
of a proprietary cinema player in the case of Real Image) to upgrade the 
on-site infrastructure required. Pyramid is testing its satellite relays in 12 
theatres and hopes to eventually connect to 125 theatres through 
Tatanet's satellite services network by January. And Real Image will con- 
nect to 140 theatres in Tamil Nadu and Andhra Pradesh by January 
through Hughes Network's VSAT service (35 theatres have been hooked 
up and five more will soon join the network). 

There's no denying the technological sex appeal of simply beaming 
movies through satellites or other means to a network of theatres (indeed, 
the technology will even make it possible for a bouquet of, say, a 
dozen movies being thus transmitted, with the decision on the one to be 
screened being taken at the theatre) and India's telecommunications 
boom has made this possible. There have been reports that Anil 
Dhirubhai Ambani Enterprises (ADAE) could, through its companies 
Adlabs and Reliance Infocomm, work towards achieving this. Eventually, 
however, the cost of digital prints (Rs 10,000 currently) will fall further, 
making it extremely viable for producers and distributors to opt for sim- 
ply copying movies on to diskettes and couriering them to theatres (af- 
ter ensuring that the said diskettes cannot be copied). 
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THE MULTIPLEX CULTURE 


Multiplexes aren't just changing how we watch movies; they are changing what. 


VIVAN MEHRA UMESH GOSWAMI 





AJAY BIJLI/ MD/ PVR Cinemas 


The pioneer of multiplexes in India, Bijli believes 
they have propelled the process of segmentation 


HE GREAT INDIAN MULTIPLEX 

saga (from almost none a 

decade ago, there are now 
73 multiplexes across 15 Indian 
cities) is not just about watching 
films in a different ambience (and 
how!); rather, it is about a change in 
the kind of films we watch. Ajay 
Bijli, Managing Director, PVR 
Cinemas, believes multiplexes have 
propelled the process of segmen- 
tation. That is the same language 
most producers speak and it can 
be easily explained thus: a niche- 
appeal movie can still fill up a the- 
atre in a multiplex because most 


INDIA'S MULTIPLEX KINGS 


multiplexes have at least one hall 
with 200, maybe fewer seats. “Some 
films are made only for the multi- 
plexes,” explains INOX Leisure’s 
coo Alok Tandon. 

What started as an essentially 
urban phenomenon has now moved 
to even smaller towns. “Multiplexes 
offer benefits like flexible show tim- 
ings, which provide a high level of 
convenience to customers,” says 
Arun Mehra, Chief Marketing 
Officer, Shringar Cinemas, 
explaining one not-too-well-known 
reason for their growing popularity. 
They are also highly profitable. 


SHRAVAN SHROFF/ MD/ Shringar Cinemas 


With plans for 21 multiplexes over the next three 
years, Shringar will be a big national player 


Reason? With their smaller capaci- 
ties, they run to capacity more often 
than not. *The revenue per seat 
from a multiplex is five-to-eight 
times higher than that from a single- 
screen theatre," says Ravi Gupta, 
CEO, Mukta Arts. There's a surpris- 
ing flip side to this popularity, one 
that is summed up by Nagesh 
Kukunoor, the director of movies 
such as Iqbal and Hyderabad Blues: 
everyone wants to have their movie 
shown in a multiplex. *We thought 
this was an opportunity (for film 
makers like us), but we have just 
ended up jostling for space." 
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COMPANY CITIES IN WHICH IT IS PRESENT MULTIPLEXES SCREENS CITIES IT I$ MOVING TO MULTIPLEXES/ 
SCREENS IN THE WORKS 
PVR Delhi, Gurgaon, Faridabad, Bangalore 9 36 Mumbai, Hyderabad, Indore, Lucknow, 

AA pice Latur, Aurangabad, Chennai, Ludhiana —— ... 18/82 

SHRINGAR Mumbai, Nashik ZEE 18 Kolkata, Pune, Hyderabad, Allahabad, Aurangabad, Surat 21/N.A. 

INOX Pune, Vadodara, Kolkata, Mumbai 7 30 Hyderabad, Chennai, Jaipur, Lucknow, Vizag 10/47 

. . ..... Bangalore, боа - E В eene EE a 
ADLABS Mumbai, Nashik, Pune 6 24 Kolkata, Mangalore, Hyderabad, Chennai, ^ 

Ghaziabad, Indore 8/31-33 

* Mumbai's Fame is a JV between Shringar and Adiabs, and has been counted in both — * In all, some 100 multiplexes and 500 screens are expected to come up in the next three years М.А. Not available 
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. THE NEW MARKETING MANTRA © 
Segmentation, target audiences, positioning, it’s all part of Bollywood’s new vocabulary. 

: HE THING ABOUT INTERVIEWING execs. Varma believes it is as easy as Marketing Officer, Shringar 

Ram Gopal Varma is, bet- selling a pen. “The question s how Cinemas, were just made for 
ween questions, or during you choose to do it," he says. “In multiplexes. 

" take-a-breath and collect-one's- the case of Black, we knew who Bollywood's discovery of 

| thoughts breaks, the man poses our target audience was and marketing is more about this change 

| queries of his own. All positioned the film in mindset than it is about all things 
of them have to accordingly,” adds marketing, advertising, promotions, 
do with how the Anshumaan Swami, tie-ins with consumer product com- 

» interviewer reacts CEO, Applause Enter- panies and the like. All these have 

= to movies. Only tainment, the Aditya become part of established practice 

A later, if at all, will in Bollywood. “There are 

à the interviewer rea- monies committed to 
lise that the man's ' marketing," affirms Pritish 

к behaviour is no dif- Nandy, Founder Chair- 
ferent from that of a mar- man of Pritish Nandy 

keting manager at a fast Communications. 

f moving consumer goods The pioneer in mar- 
company or consumer keting movies differently 
electronics one who has has to be Yash Raj Films. 
to sell toothpaste or a DVD Last year it entered into a 
player and would like to tie up with The Times of 
get to know a person’s India to promote Hum 
dental hygiene routine or Tum (the lead character 

E DVD player usage. was a cartoonist, and for 

Varma's behaviour 63 issues, as part of a 
may be extreme, but it is nine-week campaign, To! 
indicative of a mindset carried a cartoon strip 
change in Bollywood. titled Hum Tum). This 

Movies no longer get year, it entered into one 

made for their own sake with NDTV to promote 

y 


or to fulfil the creative 
aspirations of their makers 
(at least, not entirely). 
They get made, in part 
because their makers believe there is 
a market out there for them. 

If the successful releases to date 
in 2005 have spanned everything 
from a dramatic story about a blind- 
deaf-mute who battles the odds to 
go to college, to a road-caper 
involving two small-town con artists 
to an American Pie style screwball 
comedy, it is because each has a 
market. It all comes down to how 
smart you are with your product 
and how you sell it, say Bollywood 
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Birla Group company that made 
the film (it was directed by Sanjay 
Leela Bhansali). 

In this whole trend of marketers, 
sorry, film makers realising that 
there is a market for genre movies 
and those that appeal to niche 
audience segments, it is difficult to 
say whether producers followed the 
multiplex phenomenon, or multi- 
plexes followed a change in 
Bollywood’s direction. Genres like 
horror, says Arun Mehra, Chief 


Bunty aur Babli through a 
programme featuring the 
film’s lead pair reading 
the 8 p.m. news bulletin, 
titled Aaj Raat. “The Tv podium 
has helped a lot, with producers 
sending their stars to appear in the 
popular serials to promote their 
films,” says Vishal Patel, Head of 
Marketing and Distribution, 
Dharma Productions. 

Then, the way Varma sees it, 
the change is only to be expected. 
If film makers start seeing their 
offerings as products, it is but 
natural that they try to market 
them scientifically. 
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M IS FOR MERCHANDISING 


Film merchandising is still in its infancy in India, but yes, it is catching on. 





ICTURE THIS: FATHER AND SON 

fight; father kicks son out of 

the house; a soft toy, a giraffe 
called Gerri, if you must know, 
effects the reunion. If that sounds 
unbelievable, picture this: Gerri was 
developed by Archies Limited, and 
the company claims Gerri Giraffe 
merchandise, including the soft toys 
themselves, tissue box holders, pil- 
low cases, napkin holders and photo 
albums, are a big hit. 

The movie was Waqt (it ranks 
fifth in the list of top 10 grossers 
of the year) and if Bollywood ex- 
ecs are to be believed, it marks an 
inflection point in the industry's 
tryst with merchandising. Even 
the outfits sported by the motion 
pic's female lead Priyanka Chopra 
were merchandised out to apparel 
maker Biba. 

The producer of Wagt, Vipul 
Shah, is reported to still be raking in 
royalty from the sales of Gerri mer- 
chandise; apparel-merchandising 
deals involve a one-off payment 
rather than a royalty, points out 
Rupali Mehra, Director (Marketing 
and Alliances), Ad Vista Mumbai, an 
advertising agency. Spykar Jeans 
struck a similar deal with the mak- 
ers of Kya Kool Hai Hum. 

Still, efforts such as this (and an 
earlier one by  Filmkraft 
Entertainment, the company behind 
monster hit Koi Mil Gaya to sell 
Jadoo toys, based on the friendly 
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RECENT ME 


FILM 
WAQT 


ANDISING SUCCESSES 


DETAILS 
Archies manufactured and sold a range of 


soft toys based on the movie 
Biba launched an apparel line 


KYA KOOL HAI HUM 
PAHELI 


MANGAL PANDEY: 
THE RISING 


ET-like alien that stars in the movie) 
are the exception rather than the 
norm. “Brand merchandising should 
be much, much higher than it is," 
says Tarun Tripathi, Senior 
Executive (Marketing), Yash Raj 
Films. *Producers do not know 
how to exploit their intellectual 
property rights, not like in 
Hollywood," adds Vishal Patel, 
Head of Marketing and Distri- 
bution, Dharma Productions. 

There have been some efforts at 
innovation— Tanishq, for instance, 
designed the jewels used in the 
movie Pabeli and launched a simi- 
lar range to cash in on the movie's 
success, reminiscent of Ray Ban's 
special made-for-Men-in-Black 
glasses and Nokia's phone that was 
specially designed for Tbe Matrix— 
but as Ad Vista's Mehra points 
out, *there should be merchandis- 
ing of more and more products 
integrated with films". 


Launched an apparel line 


Designed and launched a range of jewellery 


Launched co-branded watches 





In Hollywood, for instance, 
merchandising accounts for 10-15 
per cent of the industry’s revenues. 
In India, the corresponding pro- 
portion is estimated at a meagre 1 
per cent. One reason for that 
could be the lack of iP protection 
in India (and where the laws exist, 
the monitoring isn't stringent 
enough). For every apparel maker 
that ties up with a producer, there 
are a dozen that do not and sim- 
ply rip off the designs. 

The company that takes the legal 
route to merchandising often stands 
to lose (not only does it pay more, 
its products are unlikely to sell 
because unlicensed and lower-cost 
alternatives abound). Hollywood, 
with its financial muscle, can com- 
bat this menace (and only just). 
Bollywood will take a while to do 
that; only if it ever wants to be a 
serious industry it had better start 
the process now. 


rni 





K Kajaria 


CREATOR. LEADER 


India's first ever extra large wall tiles (Large Format), first tiles for high traffic areas 
(Group V), first to introduce single firing monoporosa technology for wall tiles, to 
name a few. Kajaria leads by innovation. Creating new concepts in size, shape, 
colour, material, finish and use. Kajaria was also the first to launch exclusive 
showrooms (Kajaria Plus). The first to flag off mobile exhibitions (Caravan) across 
India. To open India's biggest imported tiles outlet (Kajaria World) with exclusive 
designs from Spain and Italy. Kajaria has big ideas for the future and followers. 
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THE SOUTHERN CAMPAIGN 


It may be limited by audience but the Tamil and, to a lesser extent, the Telugu 
film industry are far ahead of Bollywood. 


HUS FAR IN 2005, 

Bollywood’s big- 

gest hit has been 
Bunty aur Babli, which 
grossed Rs 50.59 crore. 
However, that isn’t the 
biggest blockbuster of the 
year. That distinction will 
have to go to a Tamil 
motion pic called 
Chandramukhi starring 
(who else?) Rajnikant that 
has thus far grossed 
around Rs 60 crore. Four 
years ago, everyone 
thought the Kollywood 
(as the industry is widely 
known) story was over: 
the number of releases 
had dwindled from 
around 130 to less than 
80; theatres were forced 
to close down; and ram- 
pant video piracy and a 
steep entertainment tax 
of 35 per cent were 
clearly taking their toll. 
Over the past year-and- 
a-half, though, the Tamil 
Nadu government has started pros- 
ecuting video pirates under the 
Goondas Act, and reduced enter- 
tainment tax rates to around 10 
per cent. This year has seen some 
eight hits out of 70 releases and, 
more significantly, the industry 
seems on its way to becoming org- 
anised (even corporatised). *While 
there have always been profession- 
ally run production houses like AVM, 
Kavithalaya and Oscar Films, there 
are at least 15 others that are 
becoming more organised in the 
way they do their business," says 
V. Natarajan, Chairman, Pyramid 
Saimira Theatre, himself a producer. 


Н.К, RAJSEKHAR 
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That should help the cause of an 
industry that, according to some 
Bollywood execs, has always been at 
the forefront of film making in India 
in terms of technical virtuosity, and 
its willingness to experiment with 
new and alternative themes. 

The story of Telugu cinema is 
quite similar to that of Tamil's. The 
number of releases has grown to 
over 100 a year now, as compared 
to around 70 four years ago. Of 
this number, 15 per cent are hits 
while another 10 per cent manage 
to more than recover their costs. 
Speed and professionalism seem to 
be this year's themes for the 





industry: it takes between 
three and four months to 
complete a project as 
compared to around 12 
months in Bollywood. 

Budgets for both 
Tamil and Telugu motion 
pics have soared over the 
years, with some costing 
even as much as Rs 30 
crore. Much of that has to 
do with the fact that mar- 
kets for both exist out- 
side India, in the us, 
Europe, West and South- 
East Asia, even South 
Africa. Some estimates say 
revenues from these mar- 
kets account for as much 
as 15-20 per cent of the 
total takings of some 
movies. For instance, the 
us rights for Telugu movie 
Jai Chiranjeevi, still in the 
works, have been snapped 
up for Rs 1 crore, 7 per 
cent of the film’s produc- 
tion cost. Over the past 
12 months, Telugu cin- 
ema has seen some big hits, in- 
cluding Shankar Dada MBBS (a re- 
make of Hindi film Munnabhai 
MBBS, it grossed Rs 30 crore on a 
budget of Rs 15 crore; the original 
itself made Rs 27 crore) and Mass 
(made on a budget of about Rs 
13 crore, it raked in over Rs 20 
crore). Considering that both the 
Tamil and Telugu film industries 
have smaller markets than 
Bollywood, these numbers are def- 
initely impressive. M 

WITH REPORTS FROM AHONA 
GHOSH IN MUMBAI, E. KUMAR 
SHARMA IN HYDERABAD AND NITYA 
VARADARAJAN IN CHENNAI 
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VIRTUALISE YOUR 
STORAGE. 
ACTUALISE ITS 


BENEFITS. 


ONLY WITH 
HP STORAGEWORKS 
EVA DISK ARRAYS. 





Get HP Enterprise Virtual Array (EVA) solutions and get all the benefits of virtualisation 
resources, measuring quality of service and effective storage management fo mano 


HP EVA products deliver more than conventional products 


They sove time, space and costs compared to traditionally architected s 





simple suite of management software, they also help you achieve the highest leve 
* Unparalleled simplicity and lowest TCO 


* Controllers with improved performance, higher capacity supr 





* Extended cluster support solutions and integrated disaster rec 
* High redundancy features designed for high availability 

~ Support for Industry popular multi-path failover software that further red 

* Support for native HBAs, IBM and Solaris for more flexibility 

All these benefits and more, which once seemed virtually impossible are now a rec 


EVA Disk Arrays — the world's most intelligent and high-performance storage syste 


HP StorageWorks — Putting Information to Work 














HP STORAGEWORKS 3000 
ENTERPRISE VIRTUAL ARRAY 


HP STORAGEWORKS 4000 
ENTERPRISE VIRTUAL ARRAY 








Incredibly simple to set up and Supported by a powerful suite of 
manage, this high performance management software for highest 
“virtual” RAID solution delivers Productivity, this product provides 
improved storage utilisation with easy capacity expansion, 
consistently high transaction 1/0 instantaneous replication, 

and support for 16TB of versatile simplified storage administration 
storage capacity and 16.8TB of storage 





HP STORAGEWORKS 6000 
ENTERPRISE VIRTUAL ARRAY 


Designed for the data centre with a 
critical need for improved storage 
utilisation and scatability, this high 
availability “virtual” array solution 
Saves time, space and costs and 
provides easy capacity axpansion, 
instantaneous replication and 
support for up to 36TB of storage 


| "Conditions apply. Only one person among the first 50 respondents will get the free iPAQ. The model of the iPAQ shown above is only indicative, actual model may vary. Acce 
| ©2005 Hewlett-Packard Development Company, LP 
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ENTERPRISE VIRTU 


Designed specifica 
enterprises. it provice 
capacity expansic 
replication, and simol 
administration with sup 
to 50.4TB in a sing 
up to 72TE » 
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Planning Commission Deputy Chairman Montek Singh Ahluwalia has 


begun work on drafting the 11th Five-Year Plan. BT gets a first-hand 


HERE'S A COMMON 
complaint running 
through the corridors 
of all the central min- 
istries dealing with 

economic affairs: that no policy 

guidelines are cleared: without the 
express consent of the Planning 

Commission or Yojana Bhavan, in 

Delhi's Parliament Street; and that 

it has become, virtually, a "super 

ministry of economic affairs". That's 
primarily because Montek Singh 

Ahluwalia, Deputy Chairman of 

the Planning Commission, is, 

arguably, Prime Minister 

Manmohan Singh’s closest confi- 

dante on all economic issues. 

And it is this tried and tested 
firm of Singh and Ahluwalia that is 
drawing up a blueprint—aka the 
11th Five-Year Plan (2007-2012)— 
that promises to transform India 
into an economic powerhouse. “Tf all 
goes well, the country will see a 6.5 
per cent growth in per capita income 
and a 10 per cent reduction in peo- 
ple below the poverty line within 
five years. At this rate, the per capita 
income should double in-10 years,” 
. says Ahluwalia: The new Plan will be 
“more inclusive” to ensure that 
reforms benefit the aam admi. — 

Agriculture is the laggard that is 
dragging down India's growth curve, 
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feel of its focus. ASHISH GUPTA AND K. SAI SRINIVAS 


THE ROAD AHEAD 


The 11th Five-Year Plan will focus 
on the following 

Agriculture: Crop diversification, 
contract farming, improved 


Health: Big boost to health 
facilities, mainly in rural areas — — 


Urban Reforms: Funds for cities 
willing to reform, to showcase 
infrastructure 


Power Play: Step up "UM | 


and improve distribution. 
Punishment for power theft — —— 


Labour Reforms: Consensual 
approach. If Wal-Mart comes, 
won't jobs follow? 


It has grown at less than 2 per cent 
per annum in the first three years 
of the 10th Plan (2002-2007), against 
a projected figure of 4 per cent. The 
11th Plan proposes to redress this 
by focussing on crop diversification, 
increasing the area under irrigation— 
projects worth Rs 1,72,000 crore 
have already been announced—and 
making available high quality seeds to 
farmers. Ahluwalia is also confident 
that the Rs 1,74,000-crore Bharat 
Nirman Project and the Rs 1,00,000- 
crore National Rural Employment 


Guarantee Scheme will change the 


face of rural India. Ahluwalia’s other. 


pet priority is infrastructure. There 
has been some progress on this front, 
but much is still left to be done. The 


allocations are: Rs 1, 172,000. crore. 


for roads, Rs 50,000 crore for air- 


ports, Rs 60,000 crore for ports and - 


Rs 1,00,000 crore for railways, What 
about leakages and graft. that invari- 
ably accompany such massive outlays 
of funds. “In the end, there is no 
substitute for a watchful citizenry 
demanding accountability from the 
government," he says. This means 
the Plan panel will closely monitor 
the mega projects it midwifes. 
Where will such humungous 
sums of money come from? 
Ahluwalia's answer: “From domestic 
and foreign investors." The govern- 
ment will also set up an SPY (special 
purpose vehicle)—which will float 
bonds worth $2 billion (Rs 8,800 
crore)—that will meet any funding 
shortfall. The spv will be formed by 
the end of this month; work on 
drafting a model concession agree- 
ment and putting in place a proper 
regulatory mechanism—crucial for at- 
tracting private investors—is already 


© at an advanced stage. 


The Plan will also address the 
issue of lifting sectoral caps on FDI 
(foreign direct investment), which is 





^ 
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holding back the free inflow of 
funds and focus on upgrading urban 
infrastructure. And Ahluwalia adds 
that he will try to ease the flow of 
FDI into the retail sector. 

But can the government actually 
implement such an ambitious road 
map? Doubts persist. Says Surjit S. 
Bhalla, MD, Oxus Research and 
Investments: “The good intentions 
are only on paper but the harsh re- 
ality is that it is the most populist 
government in the last three years.” 

The compulsions of coalition 
politics and competitive populism 
have derailed several reform initia- 
tives over the last year. How the 
Manmohan-Montek duo tackle the 
politics of economics will, then, de- 
termine whether their grand vision 
can turn into reality. 
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SLIPPING INVESTMENT TARGETS 





SECTOR 10TH PLAN REVISED ESTIMATE 
Total Public Total Public 
Investment Investment 
Agriculture ; 219.6 132.2 175.7 95.7 
Mining & Quarrying* 89.4 106.4 98 105.8 
Manufacturing 1,476.9 97.2 1,196.6 71.3 
Electricity, Gas & Water Supply 412.5 251.6 | 174.5 
Construction* 61 71 56.4 
Trade, Hotels, etc. 136.6 16 12.2 
Rail Transport 81.9 60.6 8 52:1 
Other Transport 237.6 80.7 70.7 
Financial Services 151.2 26.5 20.5 
Public Administration 273.1 156.3 110.4 
Other Services 645.3 119.8 1 91.6 
Source: Mid-term appraisal, Planning Commission Figures are in Rs '000 crore at 
* Public investment is larger than planned in mining & quarrying and construction in terr 
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"We're Not 


Pegging Our 


Targets To China’s Standards” 


ESPITE POOR FARM GROWTH AND RISING OIL 

prices, India’s manufacturing sector has just 

pepped up the economy with a strong showing 
in the first quarter of 2005-06. The Finance 
Minister is bullish about outrunning China. In an 
exclusive interview with Br's Ashish Gupta and K. 
Sai Srinivas, Planning Commission Deputy 
Chairman Montek Singh Ahluwalia talks about the 
11th Plan and how he proposes to circumvent the 
pitfalls of the 10th Plan. Excerpts: 


The 11th Five-Year Plan kicks off in 2007. How will it be 
different from the earlier Five-Year Plans? 

The Plan is being drafted at a time when India’s ca- 
pacity to sustain an annual growth rate of 8 per 
cent is not in much doubt. Given a proper policy 
framework, we can easily achieve a per capita income 
growth of 6.5 per cent; this will result in a dou- 
bling of individual incomes in 10 years. And, the fo- 
cus of the Plan will be on an inclusive growth. 


Can it take India closer to China's level of growth? 
Our goal will be to achieve maximum growth and a 
commensurate improvement in the living standards 


of our people. We are not pegging our targets to 
China’s standards. 


How will you ensure that agriculture does grow at 4 per 
cent? 

It is very clear that bottlenecks in irrigation, water man- 
agement, crop diversification and rural infrastructure 
have to be addressed. (The sector has grown at only be- 
low 2 per cent so far during the 10th Plan). 


What about power sector reforms? 

Progress in this area has been disappointing. I think 
the biggest problem is the inefficient distribution 
system. This will, obviously, have to be tackled. And 
punishment for power thefts must be swift. 


The privatisation of airports and the public-private 
partnership model seem to have got stuck. Some for- 
eign consortia have withdrawn because of tough 
penalty laws... 

Only two bidders have withdrawn as they were not 
willing to give guarantees on their own perform- 
ance. I have no regrets on that. 
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What about opposition from trade unions? 

I recognise that there is apprehension. Let me say that 
I have talked personally to a lot of people who 
actually work in airports and they don’t oppose this. 


Has the City Challenge Fund made any big difference? 
Upgrading of urban infrastructure is mostly viewed as 
work that has to be done by some departments of lo- 
cal governments. But that’s not enough. If a city 
comes forward saying ‘this is the infrastructure we 
need and these are the reforms we're willing to 
carry out’, the Central government will provide the 
funds. Money, obviously, is the carrot but there is no 
punishment for not carrying out reforms. 


How will you generate funds for massive infrastructure proj- 
ects like Bharat Nirman (estimated cost: Rs 1,74,000 crore)? 
The Finance Ministry will, hopefully, have a special 
purpose vehicle in place for this by the end of this 
month. 


What about FDI in retail? 


We are modernising every part of the economy; so why | 


should retail be any different? Organised retailing cur- 
rently makes up only 3 per cent of the overall retail pie 
in the country. So, clearly, there's massive room for 
expansion. Wal-Mart sources about $1 billion (Rs 
4,400 crore) worth of merchandise from India com- 
pared to $20 billion (Rs 88,000 crore) from China. A 
20:1 ratio is ridiculous. We will push for a compre- 
hensive policy to close this gap. = 
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: LM (el Develops versatile | : 
managers through a holistic orientation in Marketing, Finance, HRM, Operations, Logistics, Supply | 
Chain Management, Systems, and Technology Management. 











Aims at developing multifaceted Management professionals with emphasis on Sa Ee 
and Environmental Management. This cross-functional programme includes education in modem — 
operational and general management methods and tools. 












Provides a good blend of IT and management concepts with emphasis on providing a holistic | 
approach to problem solving using IT. The programme aims to provide total solutions using IT across - [ 
industries. 










All the above are two year full time, residential programmes and recognized by AICTE. The B 
programmes also cover sustainable practices of business management spanning operation È 
finance, economic and human resources angles and include an industry-based two-month summer a 
internship and four-month industry project. | 


Record of NITIE is 100% since inception. NITIE graduates are sought after by leading 
Multinational and Indian companies. 


Engineering / Technology graduates in any branch with First Class | | 


| (relaxable by 5% in case of SC/ST/PD candidates) and with valid CAT score (Common Admission Test). 


Admission is based on Group Discussion and Personal Interview with appropriate weightage to CAT score. | 
Reservation for SC/ST/PD candidates is as per Govt. of India rules. Candidates who are currently in their | 
final year of Engineering / Technology degree can also apply, provided they expect to complete all their Bf 
exams and other requirements for obtaining the qualifying degree before June 30, 2006. Only shortlisted 
candidates will be called for Group Discussions and Personal Interviews at NITIE, Mumbai. : 
Fulfilment of minimum qualifications would not be an automatic claim for Group Discussion and Interview. 
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Brochure & Application Form for PGDIM / PGDISEM / PGDITM may be obtained from the address shown below byo 
enclosing a DEMAND DRAFT for Rs. 1000/- (Rs. 500/- in case of SC/ST/PD candidates with attested certificate of caste | 
/ disability), drawn in favour of ‘NITIE MUMBAI’ and payable at SBI, Vihar Lake, Mumbai — 400 087 with four sele - 
addressed stickers (7.5cms X 3.5cms). All communications should be addressed to : DEPUTY REGISTRAR - 
(ACADEMIC), NITIE, Vihar Lake, P.O. NITIE, Mumbai — 400 087. • Tel. (022) 2857 33 71 • Fax : (022) 2857 32 57 | 
*e-mail: admissions@nitie.edu 
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good old days of quizzing with your buddies? Just team up with 
nd get ready to beat your old rivals. Please e-mail us at 
and register, indicating the names of participants and your 
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RBI Governor Y.V. Reddy: Read my lips 





INYASOD HSAWN 


Hike It Or Hold It? 


That's the question the RBI will have to answer. But an increase 


ILL THE RBI (RESERVE BANK 
\ X / of India) spring a sur- 
prise on October 26, 


2005, when it announces the busy 
season monetary policy, just like it 
did last year? On October 20, 
2004, the central bank had raised 
the repo rate—the rate at which 
banks lend government securities 
to each other—by 25 basis points 
to 4.75 per cent, but left the Bank 
Rate and the Cash Reserve Ratio - 
unchanged at 6 per cent each. The 
repo rate is now at 5 per cent. 


The RBI rationale for the repo rate 


hike: inflation had touched 8.7 
per cent in the second week of 


August last year. 


The story is very different now. 
There is little reason for the RBI 
to intervene: inflation is at a benign 
3.53 per cent (at the end of the sec- 
ond week of September), the econ- 
omy is on a roll (the RBI projects a 
GDP growth rate of 7 per cent and 
inflation of 5-5.5 per cent for 
2005-06) and the stock markets 
are on fire. “There is little reason 
for a hike in interest rates," says 
Surjit S. Bhalla, Managing Director 
of Delhi-based Oxus Research & 
Investments. Any move in this 
direction will hit the country's 
growth story by adversely impact- 
ing consumption expenditure as 
well as the investment plans of 





A Law For Your Stomach 


The new Food Bill will boost the food-processing sector and change the face of rural India. 


HE FOOD SECTOR IS THE NEXT 

Big Thing in India; experts 
are near unanimous on that. But 
strangely, the government didn't 
seem to have a bigger picture in 
mind. A plethora of legislations— 
some archaic, others irrelevant— 
governed individual segments of 
the sector. The result: food com- 
panies were over-regulated in some 
spheres and left to their own devices 
in others. But that will change soon: 
the government has introduced the 
Food Safety and Standards Bill, 
2005, in the monsoon session of 
Parliament. Says Subodh Kant 
Sahai, Minister of State for Food 
Processing Industries: “Once passed, 
this comprehensive law will fulfil 
the decades-old demand of the 
industry and consumers by putting 
in place a policy structure that will 
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remove inspector raj, encourage 
FDI and usher in a self-regulatory 
mechanism in the food sector." 
There are a host of other 
proposals in the offing: a National 
Safety and Standards Authority for 
setting food safety standards; Food 
Appellate Tribunals at the central 
and state levels to resolve disputes; 
and the setting up of scientific and 
technical committees to look at 
various other issues such as limits 
on the use of food additives, crop 
contamination, pesticide residues, 
etc. The Bill also provides for a 
regulatory authority for the foods 
sector and a National Institute of 
Food Training and Management, 
which will impart training to offi- 
cials. The new law has provisions 
for offering tax concessions to the 
industry and penal provisions—fines 


Hold on: Better products are in the offing 


VIVAN MEHRA 





V 


in rates will hurt the economy. 


corporate India. 

But there are others who believe 
that a quarter per cent jump in the 
Bank Rate could well be in the 
offing. *Don't be surprised if the 
RBI increases rates by a quarter per 
cent in order to divert some funds 
to fixed-income instruments," says 
Rajiv Kumar, Chief Economist at 
the Confederation of Indian 


` Industry. That will provide some 


relief to bank deposit holders, but 
increase cost of funds for almost 
all other sections of society. 

These are the two sides of the 
story. How will it pan out? Wait till 
October 26 for the answer. 


ASHISH GUPTA 





of up to Rs 5 lakh for selling sub- 
standard food and Rs 3 lakh for 
selling misbranded food. 

The new Bill strikes a blow for 
transparency, too, by replacing and 
repealing nine existing food laws 
and bringing manufacturing, sale 
and safety of food and water under 
a single umbrella. On the chopping 
block are the Prevention of Food 
Adulteration Act 1954, Edible Oils 
Packaging (Regulation) Order, 1998, 
and Milk and Milk Products Order, 
1992, among others. Secondly, a 
comprehensive food law will incen- 
tivise food retailing and FDI, and 
attract much needed investments in 
India's agri-infrastructure. 

By boosting the foods sector, 
this Bill, more than any other single 
piece of legislation, can potentially 
change the country's farm economy. 
Whether it does or not depends on 
how it is implemented. But the gov- 
ernment has, at least, taken a first 
decisive step in that direction. 

ASHISH GUPTA 
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PHOTOGRAPHS BY PINAKI PAUL 


HESE SCRIPS WON'T SET THE 
stock markets on fire. 
They won't also make you 
a millionaire next week, 
or anytime soon. But they also 
won't wipe out your capital; and 
will probably give decent returns 





An incipient correction is 
already visible in the stock 
markets. But there are still 
some stocks that can guard 
you against capital loss. 
Here's a look at five of them. 
ASHISH GUPTA Wes 


over the medium term. 
Analysts call them defensive stocks, 
because they protect investors dur- 
ing corrections and bear runs. “Only 
companies with good business mod- 
els and scalability will escape the 
impending correction" says Nilesh 
Shah, President, Kotak Mahindra 









Defend Your Capital - 


Asset Management Company. A 
caveat: this magazine still believes 
that it's best to book your profits 
and stay out of the market till the 
correction plays itself out. But for 
those willing to take greater risks for 
long-term profits, here goes: 


_ Usha Martin 
; The Rs 1,500-crore Kolkata- 
based steel major is a favourite 
of analysts who believe its ` 
stock price, currently trading 
at about Rs 200, will touch 
Rs 300 by September next 
year. Why? Because the com- 
pany’s backward integration 
programme—it is opera- 


tionalising its captive iron ore 


and coal mines—will result in 

savings of Rs 80-90 crore 
per year by the second quar- 
ter of 2007. That will go straight 
to its bottom line. Secondly, its 
main customers are auto ancil- 
lary units, and the boom in the 
auto sector will translate to more 
business—-and a fatter bottom 
line—for Usha Martin. 
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-The company is the largest manu- 


facturer of industrial synthetics in 
the country, and one of the biggest 
players in the refrigeration gases 
and belting fabrics businesses. All 
these are likely to post solid growth. 
The stock, which is trading at 
Rs 326 now, is expected to touch 
Rs 500 by September next year. 


Voltas 
With three core businesses, engi- 


neering services, agency services 
‘гапа air-conditioning, Voltas is 


ae expected to post 20-25 per cent 





ee 


growth rates over the next few years 
following a pick-up in economic 
activity across sectors. The stock is 
trading at around nine times its 
2004-05 earnings, a significant dis- 
count compared to the industry 
average of 15.6. Analysts believe 
that the stock is likely to touch 
Rs 500 in the next 12 months from 
Rs 457 now. 


Helios & Matheson 


This tier-II information technology 
company has one of the highest 
earnings growth rates in the tech- 
nology sector. Moreover, its opera- 
tions are considered highly scala- 
ble and analysts are confident that 
the company can meet the target of 
taking its topline to Rs 440 crore in 
24 months from Rs 120 crore in 
2004-05. They expect its share, 
currently trading at Rs 408, to touch 
Rs 500 in one year. 


Star Paper Mills 


The company has one of the highest 


margins—24.7 per cent, against the 
industry average of 14.7 per cent— 
in the paper sector, which is wit- 
nessing a boom in both consumption 
and prices. Star is hiking its capacity 
from 65,000 tonnes per annum to 
100,000 tonnes. Given its high mar- 
gins, that will make a huge differ- 


ence to its bottom line. Analysts 
` expect its share to rise from Rs 104 
“now to Rs 152 in 12 months. 


































Should You Bet On Derivatives? 


THE DERIVATIVES MARKET 1S A LEVERAGED GAME; FOR EXAMPLE, fF AN INVESTOR НАВ. ; 
to buy 1,000 shares of Hero Honda at Rs 710 per share, he will have to pay. | 
Rs 7.10 lakh. But by paying only margins, he can buy many more shares 
in the futures and options (F&O) market. As in any stock transaction, — 
one makes money when prices rise, but derivatives also allow one 0 
make money when the market falls. How? By going short (selling) at the cur- 
rent price and covering (buying back) when the prices of the underlying: 
securities fall to the desired level, the investor squares his accourt. His profit; 
the difference between the selling and buying prices. C.K. Narayan, Vice . 
President, ICICI Securities, says: "One needs lots of money (since lot = 
sizes are big and settlements are done on a daily basis) and advanced skills 
(since derivatives often have complex structures) to play this market.” 
The message: stay out of derivatives; if your call goes wrong (in the above 
example, if the share prices rise), you could get completely wiped out. 


You Can Try These Funds For Variety 

THE RELENTLESS RISE IN THE. BELLWETHER BSE SENSEX 15 MAKING SOME FUND 
managers nervous. Says Nilesh Shah, CIO, Prudential ICICI: "We are 
hedging our bets by buying derivative instruments." His exposure to der 
is, however, small: only 1 per cent of the total corpus. Tata Mutual Ml 
more aggressive. Derivatives account for about 15 per cent of its total cor ~ 
pus. Ved Prakash Chaturvedi, CEO and Managing Director, Tata Mutual Fund, 
says: "We are aggressively using derivative instruments to make good: 
money." The Securities and Exchange Board of India has recently ru led that 
funds could take 100 per cent exposure to derivatives. JM Financial, Birla 
SunLife Mutual Fund and Kotak Mutual Fund also: make use of derivative 
instruments to make money (see Should You Bet On. Derivatives?) ft requires 
advanced skills and lots of money to play this market, but those aren't exactly 
in short supply at these fund houses. 
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Cement Industry 


Cement Your Profits 


You can lock into cement shares for handsome profits in the medium- to long-term. 


HE CEMENT SECTOR IS ONE OF 
the major beneficiaries of the 
boom in construction and 
infrastructure. Look around and 
chances are, you'll see some ongoing 
construction in your line of sight—be it 
a house, road, port or a factory. The 
natural corollary: cement companies 
are raking it in. “The outlook for the 
(cement) industry looks positive,” says 
a report by India Infoline, an online 
stock broking and research outfit. 
According to Ajit Motwani, an 
analyst at Sharekhan.com, another 
online stock broking and research 
house, the absence of any appreciable 
capacity expansion in the industry will 
result in a supply crunch and lead to a 5-7 per cent 
spike in cement prices over the next eight-to-12 months. 


Currently, the annual domestic demand for cement is 121 


million tonnes (MT) against supplies of 125 MT; the 
country has a total installed capacity of 148 мт, but 
the available capacity is only 142 мт (6 MT of cement are 
exported). Over the next two years, the capacity will 
increase by only 5.2 MT (Jaiprakash Associates: 3 MT, 
Shree Cement: 1.2 MT and Dalmia Cement 1 мт). Given 





the expected 8 per cent annual rise in 
demand over this period, supply will 
just about equal demand in 2007-08, 
leading to a firming up of prices. 
Within the industry, companies like 
Grasim and Gujarat Ambuja have 
higher operating margins per tonne of 
cement. But analysts expect the likes of 


Paper (it has a cement. division) and 
ACC, which have low EBIDTA (Earnings 
Before Interest, Depreciation, Taxes 
and Amortisation, or operating profit) 
per tonne compared to their peers, to 
benefit more from rising prices. For 
instance, a Rs 100-per-tonne increase in 
cement prices will push UltraTech's 
EBIDTA per tonne from Rs 237 to Rs 337, an increase of 
42 per cent. For Gujarat Ambuja (EBIDTA per tonne: 
Rs 572), however, the same Rs 100 per tonne price 
increase will improve earnings by only 9 per cent. 
From an investment perspective, all companies look 
good for the medium- to long-term, but chances are that 
share prices of firms with lower margins will appreciate 
faster than that of others. Happy pickings! | 

SAHAD P.V. 


CONSOLIDATING GAINS 


Apr.-June '05 % change^ ACC 


Figures are in Rs crore except EPS, which is in Rs, and P-E multiple 
Stock quotes are BSE closing prices in Rs and have been adjusted for splits and bonuses 
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Change from the corresponding quarter of the previous year 
n.a.: Not applicable 


Apr-June '05 % change ^ Birla Corporation 





*P-E multiple assumes annualised earnings 


UltraTech Cement, Birla Corp., Orient · 
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A 3 Excellence 
MBA 

Distance Learning 

Ў (2 years) 


The MBA Program of ICFAI will broaden your business 
and sharpen your analytical insights. The unique comb 
both Indian and international perspectives and the 
management focus will give you an edge in yot 
progression and will prepare you to act effectively as a su 


manager in the ever-changing business environment 


The unique features among many include quality co 
e-learning package; training classes; case-based learnin 
support; 4 times a year examinations and electives 


disciplines. 


Eligibility : Graduates (any discipline) 


For details and prospectus, please contact 
ICFAI Center for Distance Education, 
23, Nagarjuna Hills, Punjagutta, Hyderabad 500082 
Ph: 040-23430431-36, Fax: 040-55639711. Email: info@icfai.org 


www .icfai.org 














t money — 


Watch Your Step 


IPOs aren't always the best way of 
entering the market. 





HE TWO HAVE USUALLY, THOUGH NOT ALWAYS, 

gone hand in hand. Red-hot secondary mar- 

kets have often sparked off a parallel frenzy in the 
primary market. But this one-to-one correlation 
cannot always be justified. Reason: companies often 
price their IPOs (initial public offerings) very 
aggressively, leaving little scope for future appreci- 
ation, Suzlon Energy's Rs 1,495-crore issue (at the 
higher end of the price band), which was open from 
September 23-29, 2005, offered shares in the 
Rs 425-510 band. The near unanimous opinion of 
fund managers: it was overpriced. 

Says Abhay Aima, Head of Equities & Private 
Banking, HDFC Bank: "Investing in an IPO is riskier 
than investing in a listed stock, because in the latter case, 
the management and the business model followed by the 
company are known." Adds Prithvi Haldea, Managing 
Director, Prime Database: "Pricing is a factor of per- 
ception and while it may have been aggressive in some 
cases, there is no evidence of manipulation as had 
happened during earlier bull runs." Interestingly, there 
are no major IPOs in the offing. Is this an indication that 
the bull run is petering out? Empirical evidence from 
previous bull runs would suggest that. Our advice to 
investors is: “Watch your step." 

Listed below are four companies that launched 
high profile iPOs (not an exhaustive list) in the last six 
months. Let's take a look at how they fared. 

HT Media (Issue size: Rs 371 crore) 

This stock listed on September 1 and opened at 

Rs 556.8 on the NsE—much higher than its offer price 

of Rs 530. Today, the stock trades at about Rs 420, 

about 22 per cent below its offer price. 

Jet Airways (Issue size: Rs 1,900 crore) 

The РО was priced at Rs 1,100 a share and listed on 

March 14 this year at Rs 1,304.20. It hit a high of 

Rs 1,339 on the first day. Since then, it's drifted down 

to the level of its offer price. 

Sasken Technologies (Issue size: Rs 130 crore) 

Its offer price was Rs 260; it listed on September 9 at 

Rs 464.6 before settling at Rs 400 levels. It's still trading 

at a premium to its offer price. But it's early days yet. 

Nectar Lifescience (Issue size: Rs 93 crore) 

The company floated its shares at Rs 240 each in June. 

Nectar opened in July at Rs 260 and today trades at 

about Rs 216, 10 per cent below its offer price. 
KRISHNA GOPALAN 
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These companies launched IPOs... 











HT Media | Jet Airways 
580- 556.8 Offer price: Rs 530 Offer price: Rs 1,100 
560- 1400 ~ 
520 : Ies 1,122.25 
480 1250 | 
0. 1150- 
a 050 - 
400 oot. 1, '05 Sept. 30, 05 | Mar 14, 05 Sept. 30, 05 


The stock was listed on NSE on September 1 The stock was listed on NSE on March 14 


NY 4. 
Nectar Lifescience 
Offer price: Rs 240 





Sasken 
Offer price: Rs 260 
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The stock was listed on NSE on September 9 


July ; ept. 30, '05 
The stock was listed on NSE on July 18 


..and these are in queue 








Source: Capitaimarket.com  * issue size not decided 
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SIMPLE RETURNS 


Diversified 
Rank 


“{ Prudential ICICI Emerging STAR Fund-Growth ` 


2 8 

3 

4 HSBC Midcap Equity Fun: 
5 


fens are ator three months ended Sept. 30, 2005 


RISK ADJUSTED RETURNS 


Monthly Income Plans 
Rank 





Figures are two-year rolling retums as on Sept. 30, 05 


Balanced 
Rank 


Figures are three-year rolling returns as on Sept. 30, 05 
Diversified 


igüres are three-year rolling returns as on Sept. 30, '05 














Risk Category 





Source: Mutualfundsindia.com 
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AGRO DUTCH INDUSTRIES uD бшу; 
PRICE: Rs 72.40 


THE RS 144-CRORE AGRO DUTCH I INDUSTRIES, tbt | 
largest mushroom producer. It will becom 
largest mushroom producer once its Rs 1 
gramme to expand its capacity from 36, 000 tonnes per 
пит to 50,000 TPA is completed in about 12 mon 
the current market price of Rs 72,40, ADIL has a P-E mul- 
tiple of 7.4. Sirshendu Basu, an analyst. at ICIC: Direct; ex. 
pects it to post an EPS of Rs 10-12 this fiscal. This w 

the stock price a boost. Another trigger: a 1: 
at Rs 25 a pop. Basu expects the share price to touc 
100-120 in the medium. to! met term. 











8 Coromandel Fertilisers а Tata Chemicals do Gif Fein Ж 
Figures are NSE closing prices in Lm Qu 
THE MONSOONS HAVE E FARMERS ARE SMILING: AND. SO 
is the fertiliser industry. Good monsoons typically result in 
higher demand for fertilisers and fatter bottom fines fer 
panies that make this politically sensitive com 
Which stocks should an investors look at? Says Gun 
Mudlapur, Managing Director, Atherstone inst oF 
Research, a research outfit: "Indo Gulf Fertilisers (P-E mul- 
tiple: 16), GSFC (P-E multiple: 12.4), Coroma 
Fertilisers (P-E multiple: 10.9) and Tata Chemicals E 
multiple: 12.8) look inviting at current levels." 
KRISHNA GOPALAN 
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GAMING JOBS 


All Game, No Play 


The Rs 220-crore Indian gaming industry is 
scrambling for talent. Hop on now if you're looking 
for great career growth. AMANPREET SINGH 


UESS WHAT'S KEEPING THE 
Ge of some of the biggest 

gaming companies in India, 
like Indiagames, Dhruva Interactive, 
Mobile2Win and Paradox Studios, 
awake at nights? It’s not the demand 
for their products, which is any- 
way booming, thanks to strong off- 
shore demand coupled with the 
gaming culture kicking-off in the 
country with a surge in mobile 
phone and computer sales (more 
the former than the latter, actu- 
ally). Nor is it finances, with private 
equity players beating a path to 
their doors. It is the scarcity of peo- 
ple; from lowly testers up to fancy 
programmers, the industry can’t 
find enough people. And this, when 
it is a Rs 220-crore minnow. 
Imagine what happens when it 
becomes a Rs 1,000-crore animal as 
it is expected to by 2010? 

“The number of employable 
people has just not kept pace (with 
growth)," says Rajesh Rao, CEO of 
Bangalore-based Dhruva Interactive 
(yes, it's the same company that 
celebrated author Thomas Friedman 
mentions in the context of ‘triple 
convergence’ in his recent book The 
World Is Flat). Currently, the gam- 
ing industry in India directly employs 
close to 800 people; it actually needs 
twice that number. In comparison, 
China has over 15,000 people work- 
ing in its buoyant gaming industry. 
*We will more than double the 
number of people in the next two 


years," says Vishal Gondal, Founder 
& Director, Indiagames. That's good 
news, and it is bad news. With 
demand going through the roof and 
few trained hires around, it's an out 
and out employees’ market, with 
companies such as Indiagames 
spending around Rs 1 lakh per 
employee on training to bring them 
up to speed. Dhruva’s Rao plans to 
spend in excess of Rs 2 crore on 
training programmes for new hires 
in the next year alone. 


IT And Entertainment 
“A gaming company can be 
described as an entertainment com- 
pany with an rr background,” says 
Salil Bhargava, Chief Marketing 
Officer at Mumbai-based Paradox 
Studios. In the absence of any for- 
mal breeding ground for gaming 
professionals, the industry com- 
petes with the IT services one for 
people—from testers to program- 
mers. Then it also needs advertising 
pros, animators, scriptwriters, 
graphic artists, producers, the works. 
“Salaries have doubled over the 
last year,” says Rajiv Hiranandani, 
Country Head of Mumbai-based 
Mobile2Win. To get a job in the 
industry, all that is required today is 
basic grounding in J2ME (Java 2 
Platform, Micro Edition) technology 
and Brew platforms, and often not 
even that. The entry-level job in 
this industry, that of a game tester, 
requires just “a passion for games 


- . India’s gaming industry directly employs close to 800 - 
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and if you're good, you can grow 
into any role," says Anurag 
Khurana, CEO of Paradox. 

He is right, for that's how the 
28-year-old Chirag Desai, Lead 
Game Designer & Producer at 
Paradox Studios, started out. As a 
child, Desai, whose father owned a 
toyshop in Mumbai, grew up play- 
ing Nintendo Game Watch and 
Atari 2000. "It was like living a 
fantasy," he recalls. After trying 
his hand at a few odd jobs after 
graduation, Desai joined Paradox 
as a technical writer. Today, he 
writes the whole design document 
for mobile games, such as Van 
Damme Kick Boxing based on 
popular Belgian action star Jean 
Claude Van Damme. 

It was much the same for 
Mukund Rao, a senior artist with 
Dhruva. “I have no formal training 
in games. Every college has a bunch 
of kids who are good at art and I 
was one of them," he says. After 
completing his bachelor's in electro- 
nics from St Joseph's in Bangalore 
and an MBA from Symbiosis, Pune, 
Rao worked with Infotech Enter- 
prise for a year before moving on to 
visual effects at Spotlight Studios. 
Today, after picking up Photoshop, 
Maya and 3D Studio Max skills on 
the job, Rao works on console games 
and counts Forza for Microsoft and 
Toca Race Driver for Code Masters 
amongst his best works. 


Jobs Unlimited; Disciplined Fun 

With India committed to addressing 
the problems of intellectual property 
(iP) theft (something binding on it as 
part of Trade-Related Intellectual 
Property Rights agreement under 
the World Trade Organization), big 
international players such as Atari, 
THQ, Jamdat and Electronic Arts, 
who have so far been only out- 
sourcing work to Indian players, 
may soon look at setting up base 


here. And salaries seem to have 
risen in anticipation with freshers 
commanding anywhere between 
Rs 3 lakh and Rs 4 lakh per annum 
and experienced individuals (those 
with over three years of experi- 
ence) getting upwards of Rs 8 lakh, 
numbers that compare favourably 
with those in the IT or entertain- 
ment industry. 

À career in gaming is, however, 
not for the purely right-brain types, 
for it is as much about logic, dead- 
lines and processes as about creating 
games for two-to-40-year-olds. “I 
could be overseeing six to seven 
global game titles a day," says 27- 
year-old Prasad Nair, Senior 
Programmer with Indiagames. A 
math graduate, who joined the gam- 
ing industry after just one year of 
monotonous work in a pure-play IT 
company, Nair considers himself 
“the voice of sanity amongst all the 
creativity that is going around”. His 
job is to oversee teams as a project 
manager a la the rr industry. 

For 23-year-old Pawan Bala, a 
gamer and a chemical engineering 
graduate a job with Mobile2Win 
as a creative writer was a dream 
come true, but it isn't all fun and, er, 
games. “When I write a game, I try 
to get into the consumer’s shoes, 
in terms of what will enrich his 
experience,” he says. “And yes, 
working with the constraints of 
mobile format is tough. Also, I need 
to be pulled back from talking on 
creative flights (of fancy).” 

With value-added services, like 
games, accounting for over 5 per 
cent of the typical mobile telephony 
company’s revenues and growing, 
with the mobile population set to 
touch 200-250 million by 2007, 
the number of internet users set to 
touch 100 million by 2010, and 
global game biggies set to enter 
India, a career in gaming has only 
one way to go, up and up. 
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COUNSELLING 


| am a professionally-qualified person with three degrees in 
finance under my belt. In fact, | have been teaching finance 
for the last five years. | have also done a number of computer 
courses. However, of late, | feel that in order to further my 
career, | should opt for a consultancy/advisory role in equity 
analysis on a part-time basis. | also wish to expand my 
present position into technology (internet, hospitality industry 
and the like). Please advise. 

With the kind of background you have, you are well 
suited for the equity analysis field. But deal with 
smaller equity firms to start with. Such firms may not 
only value your advice, but also help you in building up 
your reputation as well as enhance your learning curve 
as a consultant. Remember, word of mouth is the best 
publicity as far as consulting assignments are concerned, 
and once you have a few under your belt, you will be 
able to market yourself better. A word of caution, 
though—it is difficult to establish a consulting practice. 
The respect that you take for granted in the classroom 
has to be earned over and over again in the corporate 
world. So don't be disheartened easily and remember— 
success comes to the perseverant! And as far as getting 
into the technology sector is concerned, you need to 
closely look at your strengths and weaknesses and 
then make your decision accordingly. 


| have graduated in commerce with 80 per cent marks. Now, 
| want to upgrade further. Many people say that | should go 
in for chartered accountancy (CA), but | am more interested 
in finance. Keeping that in mind, what are the various 
options | can pursue? Should | undertake a course from The 
ICFAI University or should | sit for the CAT exam instead? 
Considering the fact that you are interested in finance, 
you can either go in for a CA or an MBA. After СА, 
you can even sit for the CAT exam. If you choose to do 
an MBA, however, keep in mind that an MBA degree is 
more valuable only if it is pursued from a reputed 
institute. Therefore, start burning the midnight lamp to 
get into one. And what's more, you can also undertake 
a course like CFA (chartered financial analyst) if you so 
desire later on. People will tell you what you should do 
but at the end of it all, you should do what you want to. 


HELP 
TARUN! 


| work in a call centre and | think | am quite hard working and 
meet most of my targets. My boss, however, feels otherwise. 
He is never happy with my work and puts me down in 
front of my colleagues. This, | feel, is because | am shy and 
reserved by nature and mostly keep to myself. The impres- 
sion people get, therefore, is that | am not good at my 
work or not capable of taking on higher targets. | do not want 
to change my job. What should | do? 

Being shy or reserved is no crime and doesn’t necessarily 
mean that you are not good at your work. However, in 
today’s world, being friendly and communicative, be it 
in your personal or professional life, always helps. So, 
you need to make that extra effort to be “included”. Try 
and join your colleagues during lunch and coffee 
breaks. Just start a small conversation by asking them 
about their family, movies, music, etc. You need not be 
the most talkative in the group, just be involved in the 
conversations. Join public speaking classes, if possible. 
This will help you get over your fears to a certain extent. 
You need to have confidence in yourself, only then will 
others have confidence in you! Once you get over the 
initial barrier, you will find out that it is not all that bad 
a place to work in after all. 


| am 28 and have just completed my MBA. | have been 
working in blue-chip utility companies for the past six years 
and would now like to find work as a management consultant 
or move into trading. Am | too old to get a suitable position? 
Most of the job advertisements are either aimed at fresh 
graduates or experienced consultants from a top consultancy. 
What should | do? 

First of all, you are not too old as far as getting any 
position is concerned. However, you must realise one 
thing—not having any experience either in trading or 
in consulting means that you may have to start, more 
or less, at the bottom and you should be ready for that. 
Look for consulting firms that do work for the utilities 
sector. That way, your prior experience can be touted 
as a strength! And by the way, why have you chosen 
such diverse tracks as trading and consulting? I hope you 
are not getting carried away by campus fads and trends, 
and are making your career choice on sound reasoning. 


Answers to your career concerns are contributed by Tarun Sheth (Senior Consultant) and Shilpa Sheth (Managing Partner, US practice) of HR firm, 
Shilputsi Consultants. Write to Help, Tarun! c/o Business Today, Videocon Tower, Fifth Floor, E-1, Jnandewalan Extn., New Delhi—1 10055. 
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A Job Site Export As ‘The 
For CAs Mega Job Driver 


Jobs aplenty for CAs at placements-icai.org. Exports can create over a crore jobs by 2010. 





HE INSTITUTE OF CHARTERED ACCOUNTANTS OF | 
India (ica), the governing body for Chartered 

Accountants (CAs) in the country, has recently launched | 

a job site—placements-icai.org. | 

The website provides an opportunity to “employ- 
ing organisations as well as young professional aspi- | 
rants/experienced professionals to meet and explore the | 
possibility of taking up positions in industry". It is | 
perhaps the first one in India to specifically cater to pro- 
fessional needs of CAs as well as semi-qualified 
accounting professionals (those who have completed 
only the articleship component of the CA course). 

The site has a ‘campus recruitment’ section for 
fresh graduates. Various companies can also register 
here for placements on day one, two, three, with dif- 
ferential placement fees much like top MBA insti- 
tutes. Companies looking for accounting profes- 
sionals can also register on the site. They can also post | 
new jobs as well as search the existing database. The F WE ASK YOU WHICH SECTOR WILL CREATE 1.35 CRORE 
A site even has a daily notice board with reference to (yes, you read it right, 13,500,000) new jobs in the 
| accounting jobs advertised elsewhere—in newspa- | next five years, probably your thoughts will wander to 

pers and magazines—which registered CAs and other | those rr and ПЕ$ code-and-call-centre companies that are 

accounting professionals can access. mushrooming across the country. 

SHAILESH DOBHAL But a recent study by New Delhi-based Research & 

Information System for Developing Countries (RIS), a pol- 

icy think tank, has quite a different take: it will be the 

growth in the country's merchandise exports, currently 

| at $79.6 billion or Rs 3,50,240 crore (2004-05), to $150 

| billion (Rs 6,60,000 crore) by 2009-10 that will add as 

| much as 81.5 lakh direct and 54.6 lakh indirect new jobs 

True, most of these jobs will come in at the blue-col- 

lar level. But the widening of the job base in sectors such 

| as textiles, leather, gems and jewellery, processed 

foods, toys and sports goods will also automatically cre- 

т аге perhaps hundreds of thousands of new jobs for top- 

е end skills such as merchandisers, designers, engineers, 

к "23 food technologists, and finance and marketing pro- 
ee OUR fessionals. rr to export nation, did you say? 

Window of opportunity: Just check out this site SHAILESH DOBHAI 
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Responsible for research, design 
ated development of Service Oriented Architec 
` based solutions, frameworks, and. compo: 
; Must have experience working i ina DM ; 
. Level- -Senvironment, ^ ^. n 
| Vikarta LLC, General Manager 
= India, New Delhi, 10 - 15 yearn, : 
34563332 
Lead and manage a team: of dedicated ch 














Get headhunted 
by the top employers. @ monster.com 


Monster.com is India's No. 1 jobsite. Post your resume for India’s No.1 jobsite. 
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| 1200 placement 

| consultants work. S = 

: Introducing Monster ExpressResume. It allows you to send your resume MONS cer.com 

| to 1200 placement consultants across the country in one go. India's No.1 jobsite. 
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monster.com 


Generation of corporate sales fc 
| е to the corporate diary \ dn 


To know how to apply for th 


ИЕП 
by the top employers. (6) monster.com 


Monster.com is India's No. 1 jobsite. Post your resume for India’s No.1 jobsite. 
free and get noticed by India's top employers. P 














monster.com 


HOW TO APPLY FOR THESE JOB! 
| |1. Logon to www.monster.com 


: |2. Click an "Search Jobs" mk 
B Type the job ID number in 
4 













Pi мы Search’ field 
Click the “Search Jobs" batts. 





' — Youare as good 


as your resume. 


Introducing Monster RightResume. Now get your resume crafted  monster.conm 
by a professional resume writer and give it the winning edge. India's No.1 jobsite. 


To subscribe to RightResume, SMS 'RR BT' to 3636 


bt reporter’s diary 


Among The Believers 


In which Kumarkaushalam wanders into a health fair, discovers more streams of 
medicine than he even knew existed, and learns more than he could have ever 
wanted to about the excreta of the sperm whale. 


SATURDAY, SEPTEMBER 24, 2005 
Pragati Maidan, New Delhi, 4.30 p.m. 


NDIANS OF A CERTAIN AGE, AND OF A CERTAIN 
provenance (those from Tamil Nadu and West 
Bengal, for instance), love to complain about 
their ailments, real and imagined. Most con- 
versations revolving around this tend to end 
with at least one individual in the gathering proffering 
the coordinates of a homoeopath, naturopath, or 
practitioner of ayurveda, siddha, or unani—essen- 
tially someone who follows anything but allopathy— 
who routinely effects miracle-cures. Now, I have an 
open mind when it comes to most things, but I must 
admit that it was with a certain amount of trepidation 
that I ventured into Arogya, an alternative medicine sys- 
tem fair that opened in Delhi's Pragati Maidan, a 
popular destination for industrial fairs, recently. 

The «first thing that strikes me is that there is 
enough alternativeness on display at the fair: an 
ayurvedic vaid (doctor) at a stall put up by Dabur, a 
121-year-old company that has made its fortune (sales 
of some Rs 1,537 crore in 2004-05) by packaging 
ayurvedic formulations fast-moving-consumer-goods 
fashion. There is a unani hakim (doctor, again) at a stall 
put up by Hamdard, another such company. And 
some very impressive young men and women sporting 
white doctors' jackets are bustling around a stall put up 





y craze: More like a craze for freebies; this 


Naturopath 
stall promises free check-ups for all comers 


by Chandola Homeopathic Medical College and 
Hospital (based in Rudrapur, a town in Uttaranchal 
some 255 km to the north-east of Delhi, if you must 
know), their very western costumes clashing with 
the medicine system they are selling. The stall of the 
National Institute of Siddha (founded: September 3, 
2005) has neither doctor nor students; instead, it 
proudly displays a large photograph of ministers 
from Tamil Nadu who are part of the UPA government 
(the visage of Anbumani Ramadoss, the Union 
Minister for Health, smiles down on me) and Prime 
Minister Manmohan Singh. 

India, it emerges, isn't just a great melting pot of 
cultures; it is also one of medicine systems. Most 
stalls display the same herbs, and even as I am digesting 
the fact that ayurveda's central principle of well-being, 
revolving around a balance of vak, pith and kaph is the 
same as siddha’s core premise of everything having to 
do with vatham, pittham and kappam (the reaction of 
the central and autonomic nervous systems, diges- 
tive system, and skeletal and muscular system respec- 
tively), I feel something running over my back and 
neck. It turns out to be an acupressure product, a 
“vibrator comb" as it is intriguingly named. “Yours for 
Rs 125," says the unctuous salesman, as he tries to 
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Local silicone? Well, that's what Hamdard's latest 
offering promises, and minus the surgery 


demonstrate the product with me as the subject, the 
target this time being my arm. I dodge him and come 
face to face with another of the breed (salesman, that 
is, not vibrator-combs). “Omega 3 is the only truth you 
see here,” this one intones, singing the benefits of 
Omega 3 oil extracted from flaxseed. It later dawns on 
me that the Omega 3 oil (with its proven capability of 
reducing the chances of cancer and cardiac ailments) 
is probably the only thing on display at the fair whose 
claims have the support of modern science. 

Most of the principles behind India’s systems of 
traditional medicine are still beyond the comprehension 
of Western and Indian scientists. India, a country 
that produces a fifth of the world’s generics (read: drugs 
that go off patent) but is yet to produce even a single 
original one, can only establish ayurveda as a credible 
system of medicine when its scientists prove the efficacy 
of its medicines (a time- and data-intensive process that 
even makers of allopathic drugs struggle with). That’s 
easier said and done in the case of ayurveda, siddha and 
the like. *Lead in any concentration is toxic," says 
R.A. Mashelkar, Director General, Council of Scientific 
and Industrial Research. “Yet, it is considered a fast 
healing agent and is used quite freely by siddha 
practitioners, and there is no reporting of toxic effects." 
“Is it that the herbs in the medicines get pyrolised and 
a complex between the pyrolised herb and the element 
is formed, which then becomes the active compound?" 
he asks. CSIR has some 500 scientists working to answer 
that question, and several others related to ayurvedic 
cures. “We have to push for ayurveda to be recognised 
as a system of medicine," says Gopal K. Pillai, an 
additional secretary in India's Ministry of Commerce 
and Industry that has identified it as an export 
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Beyond boundaries: Ayurvedic medicines seem to be 
quite the rage with foreigners too 





opportunity going waste. 

Then, the 3,000-year-old medicine system is it 
the news for all the wrong reasons, like a recent 
article in December 2004 issue of the Journal of thi 
American Medical Association that alleges that some 
ayurvedic medicines are toxic (and the consequent ban 
of the medicines in Canada). Uma Pillai, Secretary 
Ministry of Health and Family Welfare, may bravely 
maintain that such articles are the result of ignorance 
and business rivalry, but fact is, the Indian approach to 
selling ayurveda is based more on belief and less on 
science. And the presence of around 750,000 
practitioners of alternative medicine systems, and of 
around 9,000 pharmacies of the same in the country 
helps (as compared to some 650,000 allopaths) 

“Earlier we used to receive only chronic cases 
where patients had run out of allopathic options,” says 
Dr T. Bikshapathi, Director, Central Research Institute, 
the Central Council for Research in Ayurveda and 
Siddha (CCRAS). “Now we get them early." Much of 
that has to do with word-of-mouth publicity. Over th: 
past seven years, for instance, Ranjit Puranik has seei 
his ayurvedic medicines firm Shree Dhootapapeshwar 
Ltd (it is 125 years old) grow seven times. 

The real crowd-magnet at Arogya, however, 
are the unani stalls that are attracting attention of 
precisely the kind they do not want. “Street-hakines 
have given our industry a bad name,” says Mohsin 
Dehlvi, whose Dehlvi Remedies, the man claims, is 
doing its bit to change popular perception that 
unani medicines are “sex medicines”. In the same 
breath he tells me that his company’s best-selling 
product is libido-enhancer Wajid Shah, which con 
tains the excreta of sperm whales “collected from 
coastal Andamans for upward of Rs 6,50,000 
kg”. “Eighty per cent success rate,” he whispers 
to my back as I leave his stall. 8 


Free and for sale: Another free check-up at another stal 
(L) while some visitors snap up rare herbs 
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bt bookend 


Making The Net Intelligent 


The story of how a simple internet search tool ended up 
becoming its defining feature, technologically and culturally. 


SANJEEV BIKHCHANDANI 


THE SEARCH HAD STOPPED READING BUSINESS BOOKS A FEW YEARS 

ioe Í , as my interests turned to reading about Indian his- 
By John Battelle tory. This book, however, is a must read for anyone 
Nicholas Brealey who has a passing interest in the internet and what its imp- 
Publishing act has been on human behaviour and culture. It docu- 
PP: 311 ments the history of search on the internet and then, in 
Price: Rs 984 


greater detail, on how Google has transformed the search 
industry and the internet decisively, Battelle makes the 
audacious claim that the Google archive of 
key words that people use to search 
the web contains the secret to what 
the human race wants. I was stunned 
by this insight when I read the chap- 
ter The Database of Intentions. After 
all, when you find out what key 
words people are searching for, you 
know what they are thinking, what 
they want, what their fears and 
apprehensions are and what their pri- 
orities are. And given the increasing 
dominance of Google in internet 
search, Battelle’s claim is probably 
true. For me, this was the most valu- 
able insight contained in the book. 
The author tells the story of the 
numerous search engines in the pre- 
Google era, the conception and birth 
pangs of Google, and the future of 
Google and search in a compelling 
manner. I have never read any other 
explanation of the model around 
which the fabled Google PageRank 
algorithm was built that is so simple to 
understand, yet so incisive. 
The book also has enough stories that are a part 
of internet folklore to keep the casual reader engaged—how 
Yahoo was founded, how Brin and Page first met, how the Google 
technology was first put up for sale by the founders, and when nobody 
bought it, how the founders decided to make a company out of it—and 
many other legends. For instance, did you know that the PageRank 
algorithm was named after Larry Page? And that Page and Brin kept their 
first investor's cheque uncashed for weeks because the company had not 
been incorporated and they had not opened a bank account? 
Definitely the best book I have read about the internet. It made me 
wonder—What the hell was I doing while Google was being built? m 
Sanjeev Bikhchandani is the CEO of Naukri.com 
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ASIA’S BEST HOTELS & RESORTS 


Apa Publications GmbH & Co 
PP: 384 
Price: Rs 1,200 


FIRST THOUGHT ON SEEING THIS 

nicely-produced volume could 
be ‘yet another’. And as it turns 
out, you wouldn't be far wrong. 
The second edition of Asia's Best 
Hotels and Resorts from Insight 
Guides and HotelClub.com, how- 
ever, claims to be the region's 
first-ever guide book on hotels in 
22 Asian countries, based on gen- 
uine opinions of customers who 
voted in on an online poll. The 
result is 384 smooth pages of 
information, tidily laid out, with 
more than a thousand photos. 
Each hotel has been rated on eight 
criteria, including location, value for 
money and cleanliness. 

In terms of information, the 
book passes muster, even if it is a 
bit confusing in parts. However, | do 
have a quarrel with large parts of 
the descriptive text, which seem 
to have been put together by a 
team of writers lost among 
metaphors and similes. "India," 
says one, "overflows with beauty 
and toil." | don't think Mahatma 
Gandhi would have been too happy 
to have himself described as a 
'world-shaker', and would you like 
to watch the Indian Ocean going 
‘technicolour ballistic’ in Maldives? 
| thought not. And what do you 
say about a hotel, in this case, The 
Oriental, Bangkok, that has 'char- 
isma in spades'? Editing errors are 
many, detracting from what is oth- 
erwise a useful guide that succeeds 
in showcasing through all these 
hotels the unique warmth and hos- 
pitality that characterise Asia. 

ELIZABETH EAPEN 
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Duration: Two years for each Program 
Eligibility: Graduates (any discipline) 
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MS (Accounting) leading to the CPA designatio 
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Training Classes 
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Examinations four times a year at 100 Te 
Educational Loans 

Placement Assistance 
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Yoga Capital To The World 


Mysore, where some 12 new yoga schools have sprung up in 
the past two years, is it, discovers Rahul Sachitanand. 


Bend it like Guruji: Pattabhi Jois runs Mysore's largest, best-known, and most expensive yoga school 


I HAS TO BE THE BANGALORE- 
effect. For years, Mysore, once 
the capital of the Wodeyar 
dynasty that ruled over this 
part of Karnataka, was noth- 
ing more than a quaint little town 
with a history, a palace, and a large 
public garden once famous for its 
cascading water bodies and sculpted 
topiaries. Since 2002 (2003 say 
some), however, Mysore has ac- 
quired a differentiator of its own. 
With Bangalore becoming a name 
with which the world is familiar— 
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familiar enough to use the word as 
a common noun, a verb, even an 
adjective—it is almost as if some- 
one in the West sat down with an 
atlas and a telephone book to find 
out just what cities and towns close 
to India's software hub have going 
for them. Mysore is 140 km from 
Bangalore, two hours away by a 
fast train and it has yoga going 
for it. And how. 

Some 12 new yoga schools such 
as Yoga India and Pranava Yoga 
Trust have sprouted on the Mysore 


landscape over the past two years; 
existing ones such as Ashtanga Yoga 
Research Institute and Mysore 
Mandala are doing brisk business; 
and by some estimates, the peak 
season (November to February) sees 
some 5,000 students, Indian and 
foreign (the ratio would typically 
be 1:5), arrive in. town to learn 
yoga at any of its 50-odd schools. 
"There used to be no one here for 
30, 40 years," says Pattabhi Jois 
(aka Guruji), a sprightly nonage- 
narian who runs Mysore's oldest, 











The man to know: That's Shiva, seen here with New Yorker Stacy Plaske 


largest, and, arguably, most expen- 
sive yoga school, Ashtanga Yoga 
Research Institute. “It is only over 
the last two or three years that the 
craze has caught on." 

hat's an opinion seconded by 
Shiva, the man to know for any 
visitor who wants something in 
Mysore. With his flowing beard 
and brightly-coloured saffron robe, 
the 40-something rickshaw-puller- 
turned-facilitator is a veritable light- 
house for foreigners who descend 
upon Mysore. He can find houses 


to let, rent out motorbikes (for a 
mere Rs 50-a-day) and bedrolls, 
point to the right schools, even 
act as a banker. And if there is a 
message in Shiva's rags-to-rea- 
sonable-riches story it is this: there 
is money to be made in Mysore's 
yoga economy. 


Beyond Material Fulfilment 

Irrespective of the cause for its 
recent popularity—the reasons 
could include, apart from a proxi- 
mity to Bangalore, the very 


YOGA@MYSORE 


A FACTFILE 


GETTING THERE: Mysore is 140 Кт 
from Bangalore and is connected by 
road and rail to both Chennai (500 
km away) and Bangalore, the two most 
important cities south of the Vindhyas 
Connections through trains (Rs 24 for an 
excruciatingly slow seven-hour ride from 
Bangalore or Rs 1,300 for a super- 
fast seven hours from Chennai) and 
buses (Rs 56 for the usual rickety buses 
and Rs 130 for a Volvo) abound 


GETTING AROUND: The city is pedes- 
trian-friendly; however, most tourists 
prefer to hire scooters or motorcycles 
(Rs 50 a day) or cycles (Rs 10 a day) 


WHERE TO EAT: Anu's, walking dis- 
tance from Pattabhi Jois' school is 
good for juices, sandwiches, and pasta; 
the Sasson residence just off KRS Road 
(ask for it; it is a landmark of sorts) i: 
the place for a simple but delicious 
home-cooked western breakfast (Tina 
is also a great source of information on 
what is happening in Mysore), sand- 
wiches, and the best selection of teas in 
town. A meal for two would typically set 
one back under Rs 100 at Sassons 
budget-restaurants that cost even less 
abound. Dasaprakash, Indira Bhavan 
and Hotel Siddarth remain old 
favourites; and Southern Star, Lalit 
Mahal, and the recently renovated 
Metropole offer that luxe-experience. 


WHERE TO STUDY YOGA 
(A PARTIAL LIST) 





Ashtanga Yoga Research Institute 
COST: Rs 28,500 for a 3-month cour 
tT 0821-2516756 


Mysore Mandala 
COST: Starts at Rs 7,000 per monti 
TT 0821-5256277 


Atma Vikasa Yoga Mandira 
COST. Rs 150 for a single session t 
for an instructor's course 

T 0821-2341978 


Yoga India 

cost: Rs 600 for a basic course to 
Rs 20,000 for an instructor's course 
T 98860-90291 


Pranava Yoga Trust 
COST: Starts at Rs 150 per monti 
© 0821-2510405 








presence of Jois, widely considered 
the man to learn Ashtanga Yoga 
from, or simple word of mouth 
complemented by some smart inter- 
net advertising—there can be no 
denying the fact that Mysore is wit- 
nessing a small economic revolu- 
tion, courtesy yoga. 

Jois’ Ashtanga Yoga Research 
Institute can accommodate around 
60-70 students a batch and handle 
2-3 batches a day. The students are 
instructed by Jois himself, and by his 
daughter Saraswati and grandson 
Sharath, who also serves as the 
school’s coo and head of marketing 
rolled into one. The fees? An 


The entire package at Mysore Mandala: Beat destination! 


average of $650 or Rs 28,600 for a 
12-week programme. That may 
seem steep; then, it’s how much 
yoga-fiends would be willing to 
spend just to meet with Guruji, 
leave alone learn from him. “It is 
expensive to be in Mysore but not 
something I would miss," says Stacy 
Plaske, a 29-year-old yoga instructor 
from New York who has had three 
sessions of around a month each at 
the school and plans to return for an 
intensive three-month one. “It’s 
about the spiritual fulfilment I get 
from being with my Guruji." 
Then, there is the new-age 
appeal of the yoga routine: wake up 
at 5.00 a.m.; practice yoga; pray; eat 
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healthy; and sleep early. “People 
to adopt yoga, not just to keep fit 
but to cleanse the mind,” says 
Jayakumar Swami who runs the 
Pranava Yoga Trust and is build- 
ing a new HQ to accommodate his 
burgeoning student-base, further 
proof that it’s a mere hop, skip, 
and jump (or their equivalents in 
yoga) away from fitter bodies and 
cleaner minds to lighter wallets. 
One school, Mysore Mandala, 
actually offers the entire package, 
yoga, ayurveda, and Sanskrit, tabla 
and dance lessons for prices that 
start at Rs 7,000 for a 12-week 
programme. And the lure of the 





Mysore market has attracted yoga 
instructors like Bharat Shetty, who 
gave up a lucrative practice as a 
yoga instructor to several of 
Bangalore’s best-known IT firms, 
to move to the town and set up 
Yoga India. 


The Yoga Sub-culture 

People who come to India, and in 
turn, Mysore, for that yoga experi- 
ence are probably as fanatical as 
those who come to India in search 
of cheap drugs. Which could exp- 
lain why there isn’t much of that 
commodity on offer in the town; 
there is some, but its consumption, 
as that of liquor, is driven by locals. 





Naga Kumar: The mystic masseur! 


If people are willing to spend good 
money on learning the nuances of 
yoga, it is because most (like Walter 
Hamilton, a former Us navy offi- 
cer) hope to become instructors 
themselves when they return home. 

That money has led to the 
creation of a legion of support 
services. There’s Naga Kumar, for 





Tea and info at Sasson’s café: And a mean porridge too 


one, a local, the town’s own mystic 
masseur who teaches a combina- 
tion of ayurveda, massage, and med- 
itation. And there is Tina and 
Sanjeev Sasson, an Indian couple 
who have turned their home in 
Gokulam, Mysore’s most happening 
borough ever since Guruji relocated 
his school here, into a café, apart 
from hosting classes (conducted by 
Tina) on Indian cooking. “Yoga is 
the thing to do in Mysore and we 
have built around it,” says Tina. 
The Sassons plan to expand their 
services by moving into the service 
apartment space in the next few 
months. Till then, of course, house- 
hunting yoga students have Shiva. Ш 





Planning is a fine art. Made easy with Diaries and 


Planners from INDIA TODAY. This festive season 
invest in INDIA TODAY DIARIES 2006. Promote 
your company’s visibility all year long and make 
your exclusive corporate clients or close associates 
feel they are privileged. As part and parcel of your 
sustained communication campaign, these are 
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The right pick: Sakura, Delhi 


India's Most  .. 
Happening Cuisine 


Right now, it's sushi. 


Delhi/Sakura: Part of Metropolitan Hotel Nikko, founded 
to cater, largely, to Japanese visitors, this is as authentic as the 
sushi experience gets. The service is top-notch as is the 
food. Meal for two: Rs 3,500-4,000. Contact: 011- 
52500200 


Delhi/Others: тк at Hyatt Regency has an interactive 
Teppanyaki grill; Enoki at The Grand serves Yakitori cuisine, and 
stand-alone Tamura does a bit of everything within a budget. 
Contact: 011-55771312 for the first, 011-26771234 for the 
second and 011-26154082 for the last. 


Mumbai/Wasabi: wasabi by Morimoto, part of the Taj 
at Apollo Bunder, is the best sushi restaurant in India. It recently 
made it to the Conde Nast Traveller's list of the top 25 
restaurants in the world (for this year). Meal for two: 
Rs 3,000-4,000. Contact: 022-56653366 


Bangalore/Zen: The Leela Palace Kempinski's Zen has 
some 15-20 types of sushi on offer, including veggie options 
like the herbal sushi, made with herbs plucked from the 
hotel's own kitchen garden. Executive Chef Rudolf Eichele 
knows his sushi, sashimi, and miso and will, if you choose to 

ask him (and he has the time), tell you how to progress 
through a sushi meal (start with the mildly- 
flavoured fish like salmon and end with 
strongly- flavoured seafood like tuna or 
crab). Meal for two: Rs 1,500- 
2,500. Contact: 080-25211234 


Hyderabad/Cinnabar 
Redd: Not exactly a sushi 
place, but on the menu are veg- 
etarian sushi, smoked salmon 
sushi, shrimp sushi and California 
sushi. Meal for two: Rs 600-700. 
Contact: 040-55777733 
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Spoilt for choice: Wasabi takes the sushi 


The Day І Made Sushi... 


... and learnt from master Sadik Khan. 


Y PODGY HANDS, ALAS, ARE NOT MADE TO 
handle the $350 (Rs 15,400) sushí 
knife, as they have just tried to. What 
they can do is to dextrously move a 
piece of raw fish, wrapped in some rice "AS 
soaked in vinegar, and, in turn, wrapped 
in a strand of seaweed, the one-and-a-half 
feet that separates the plate from my mouth. 
| am doing this, like many of India's rich and 
famous have done, at Mumbai's latest hot spot and, 
arguably, the best Japanese restaurant in the country, 
Wasabi by Morimoto at the Taj Mahal Hotel. 

Sushi, | discover isn't all raw fish. "Sushi is actually a 
preparation made from short-grain (not sticky) rice, which 
has been kept in vinegar and which is then topped, stuffed 
or rolled with a variety of ingredients, including sea food that 
could be raw, cooked or cured," says Sadik Khan, Sous 
Chef, Wasabi. If this restaurant, which can hold its own 
against the best sushi places in the world, is unique, it is 
because almost half its menu is vegetarian. "The world is 
shifting towards vegetarianism," explains Hemant Oberoi, 
the man behind Wasabi and Executive Grand Chef, Taj 
Mahal Hotel, Mumbai. "There is a large clientele in this city 
that happens to be vegetarian, and we have adapted our 
menu to the dietary restrictions of our customers." 

However, the most fascinating thing about eating 
sushi, whether it be topped (nigiri), rolled (maki) or 
sashimi, which is nothing more than a plain slice of fish, 
is the surgeon-like precision with which the chefs cut, chop 
and roll their creations. The knife, sharpened every evening 
on seven different sharpening stones, is a sight to behold 
in itself. In Japan, | learn from Khan, who has been 
watching my own attempts with the knife with some 
amusement, a sushi chef spends three years cleaning 
and gutting fish before he is allowed to cut. And here | am, 
trying to do it in a day. Still, that didn't spoil my meal. 

P.S: Wasabi is a pungent sauce made from horse-radish, 
which is grated and served alongside sushi and sashimi. 

KUSHAN MITRA 





challenges come in 
many shapes and sizes. - 


Elevated, flat, 
sloped and oval, 
| for instance. 
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Don't Drink And Lift 


HE MOST RIPPED GUY IN MY GYM ALSO 
| works out the hardest. He's around 
28-29, amazingly fit and sets for 
himself a punishing workout schedule 
that he keeps re-jigging; he stretches and 
warms up before exercising and cools 
down after every workout. He also supple- 
„ ments his diet with whey protein (prob- 
\ ably creatine too). All this shows. He has 
the perfect body, embellished with some 
daredevil tattoos. In short, our ripped 
guy isa readymade icon for gym adver- 
tisements, straight out of the copybook. 
So imagine my surprise when recently he told me that he drinks every 
weekend and on days that he doesn’t work out. “A couple of shots of rum, 
maybe three, or two or three beers,” he grinned. But doesn’t that inter- 
fere with the basic idea behind weight-training: building stronger muscles? 
That’s when he smiled and added that he always made sure he ate 
some high-protein food—like chicken or other meat—while he imbibed 
his weekly quota of alcohol. “Alcohol,” he explained with a conspiratorial 
wink, “gets absorbed faster in the blood than other foods, so eating pro- 
tein with alcohol ensures speedy delivery of protein to the system.” 

I was aghast by his explanation. That's when it occurred to me that most 
people, including the well-buffed ones sweating it out at gyms, have scant 
knowledge about the havoc alcohol can create if you're strength training. 

Regular readers will remember Treadmill’s rant against alcohol in the 
past. Here's a second instalment. Alcohol has nothing but empty calories. 
No nutrients, only empty calories: a 330-ml bottle of beer can add 145 
calories and a 60-ml shot of whiskey as much as 125 calories. And if shed- 
ding fat and weight is all about burning off more calories than you add, then 
alcohol merely adds more for you to burn off. So, if you're serious about 
losing weight and/or building muscle mass through exercise, alcohol can only 
make the job harder. Just consider: if you weigh 80 kg, you would need to 
run at 12 kmph for nearly 20 minutes or more to burn the calories that just 
two beers can add. And believe me, that's strenuous running. 

But alcohol is not just about empty calories. Alcohol consumption can 
lower protein synthesis by as much as 20 per cent. One reason: alcohol 
dehydrates muscle cells and, as many know, without hydration, anabolic 
activity (the building of muscle) is hindered. The dehydration occurs 
because the body's water is diverted to the kidneys where alcohol is 
metabolised instead of being used to process other nutrients, including pro- 
tein. If that is not bad enough, alcohol also constrains the absorption of 
other nutrients like phosphorus, iron, magnesium and calcium—all of 
which are needed for muscle growth and strength. 

So, never mind what you've heard. Booze and big muscles don't 
go together. 





Caveat: The physical exercises described in Treadmill are not recommendations. Readers 


should exercise caution and consult a physician before attempting to follow any of these. 
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Small Is Fun 
The PlayStation PSP 


=г=е 





LE YOU LIKE TRASHING (AND THRASHING) ALIENS ON YOUR 
computer or game console at home, you must bemoan 
the fact that you can't do the same when you're getting 
bored during your daily commute. Or when you get 
bored during the chairman's speech. Or whenever. 
Games on regular mobile phones don't cut it, unless you 
have a Nokia N-Gage, that is. Now, Sony and Nintendo 
have raised the stakes with their new portable gaming 
machines, the PlayStation psp and the Nintendo DS. 
The psp (recently launched through the legal route in 
India) is a tremendous little thing and has been described 


as the future of gaming (Sony doesn't think so; it 
wants PlayStation3 to be the future of gaming), a 
333-MHz processor and 32-MB RAM in a 20-cm pack 
age, featuring a brilliant 10.5-cm 16-million colour 
screen and, most importantly, games that really keep 
you occupied through even the most interesting meet 
ings (Rengoku and Ridge Racer come to mind). Sure, it 
has its problems—additional memory, through Sony's 
proprietary Memory Stick format costs a lot of 
money—but this is, as we've said before, the future of 
gaming. Price: Rs 19,990 (legal import, via Milestone 





1 Picture- Thousand 
Bytes 
Photosharing 


ene DIGITAL PHO- 
tography has eng- 
endered a new class m- —» "Du 
of trigger-happy photo- 
fiends, but it still remains difficult to share pictures. 
The joy of having one's visual memories in digital for- 
mat can only be matched by the frustration of having 
to individually attach pictures to e-mails when they 
need to be shared. The solution? Online photo-shar- 
ing. There are lots of sites that offer you the ability to 
upload your digital images and host them for no 
charge—but the best services are provided by 
www.kodakgallery.com (which asks you if you want 
prints of the images, a service not yet available in India) 
and Yahoo's www.flickr.com, which allows you to not 
only share pictures but easily post them on to weblogs. 
Flickr's popularity, in particular, seems to have con- 
vinced Microsoft (the company is never the first to do 
something, is it?) to launch its Max photosharing 
service, wiww.microsoft.com/max. All sites have 
restricted upload limits for free users, but they are the 
easiest way of getting your picture across! 





Everyman's 
Everything 
Samsung VP/N 2100 Miniket 


E YOU'VE WATCHED 
television in the past 
few months, chances are 
you've seen the rather ent- 
ertaining ad for Samsung’s 
Miniket (it's the one 
where a young man goes 
to an office party, cap- 
tures some rather inter- 
esting footage of the company's senior manage 

his Miniket, and soon finds himself heading th« 
firm's Mediterranean operations). Well, the prod 
uct is to be launched in India this month; we say 
product because it is a camcorder, a digital camera 
a portable storage device (it has a 1-GB hard drive) 
a webcam, a voice recorder, and an MP3 player 
The sound quality is good, though not quite iPod 
the picture quality, given the thingamajig's 2 
megapixel lens, is again good, not great; and th« 
video-recorder can hold its own against any of t 
species. Now, if only it were a GSM phone tox 
Price: Rs 59,000 
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Goodbye, Cricket... 


HELLO, SOCCER. BUT IS IT A CASE OF SOUR GRAPES OR AN 
ominous comment on cricket's waning appeal? Whatever it 
is, SUBHASH CHANDRA of Zee Telefilms has decided that 
cricket isn't worth the trouble. Not surprising at all. Although 
Chandra, 54, put in the highest bid last year to win rights to 
cricket telecast, the Board of Control for Cricket in India 
(BCCI) rejected the bid on technical grounds. A legal battle 
ensued that's now in the courts. With his relations with BCCI 
straining at the leash, Chandra has decided to turn to 
soccer. Recently, his Zee Sports signed a deal with the All 
India Football Federation for rights to telecast soccer 
matches for the next 10 years. Said to be worth Rs 30 crore, 
according to sources close to Zee, the deal entails not 
just telecasting but promoting domestic tournaments such 
as the Federation Cup, Santosh Trophy and the National 
Football League. With Indian cricketers doing a perfect job 
of turning viewers away from cricket, Chandra may actu- 
ally be onto something big here. 





Odd Man Out 


IN AN INDUSTRY THAT THRIVES ON SHUNNING 
risk, GARY BENNETT comes across as an 
oddball. He barely passed his high school, 
was a father at 17 and sold insurance 
policies as his first job. Apparently, he 
proved so good at it that 34 years on, he's 
landed in India as Max New York Life's 
new CEO. "It was providential, a lifetime 
opportunity to work in an exciting mar- 
ket," says the cricket- and curry-loving 
Aussie, who boasts a wine collection com- 
prising 14,000 bottles. Needless to say, his 
"nest egg" is insured. 


In Good Company 


NANDAN NILEKANI MAY HAVE NEVER STUDIED 
economics, but that doesn't mean he can't 
teach the world a thing or two about capi- 
talism. That's not us saying, but the Austrian 
government, which last fortnight honoured 
the Infosys CEO with the Joseph Schumpeter 
award in recognition of his innovative serv- 
ices in economy, politics and economic sci- 
ences, Says Nilekani, 49: "It's a great honour 
to be recognised. It's a recognition of what 
Infosys stands for." With the award, 
Nilekani, the first Indian to be so honoured, 
joins an exclusive winners' club that includes, 
among others, Helmut Kohl, Ted Turner, 
Jorma Ollila and Romano Prodi. 
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Mad Bull? 


ADMITTEDLY, THESE ARE IRRATION 

D-street. Even so, MILIND KARANDIKAR’s pred 
tions must turn even the most bullish invest 
the Indian stock markets pink with en 
ment. For, even as SEBI cries penny-stoc 
Karandikar, 43, is predicting that the S 
will scale the 18,000-mark by 2010. Wha 
interesting is that Karandikar, 
an IIT Bombay grad, isn't your 
typical Dalal Street investor, 
but a hobby technical analyst, 
whose day job is to teach class f 
12 students mathematics at the 
institute he set up eight years 
ago after he quit his job at 
Hoechst. *Once the 


Boutique Bug | pattern of movement in 


the Sensex is set, it will 
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HER LAWYER HUSBAND (N.G. KHAITAN OF KHAITAN & CO.) i continue and stop 
may be busy spearheading a legal battle against R.S. i only after reaching 
Lodha on behalf of the Birlas, but MADHU KHAITAN i the set target, with 
has chosen to do far prettier things—like promoting eth- : people trying to 


nic wear in European colours. The 46-year-old recently : justify value at 
i opened a plush boutique at 3 Queens Park in Kolkata to — : higher levels," he 


offer everything from sequins to swirling lehengas to i: says. Don't sneeze 
accessories like bags and costume jewellery. The avant- i аг Karandikar. He's 
garde fashion designer, whose firm Malika Incorporated i said to have predicted the 
already exports Rs 4-crore worth of ethnic wear, says Í  Sensex's May 17 fall to 
this is just the beginning. She’s gearing ир to open her i the levels of 4,000 and its 
first outlet in Italy sometime in the next six months, fol- subsequent rise to 8,000. 
lowed by a chain of stores across India. “It’s creativity : Andon his latest predic- 
that drives me,” she says. It doesn’t hurt that it makes i боп, he’s got both time 
business sense too. : and bulls on his side. 
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Business On His Mind 


JAMMU & KASHMIR MAY STILL BE A HOTBED OF SEPARATIST VIOLENCE, BUT THE 
state's chief banker and Chairman of four months of sax Bank, нА5ЕЕВ 
DRABU, 43, isn't letting any of that get in the way of his business plans. 
An economist and a former editor at Business Standard, Drabu plans 
to increase the number of bank branches in the state to 500 from 320. 
“During the last few years, while others shut down their branches, we 
expanded in the state,” he says. He’s even looking at specialised 
branches outside the state (for leather companies in Chennai, spices 
in Kerala). Part of it is inevitable. The sax Bank already has an 80 per 
cent share of banking in the state. = 
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NAME: 

AGE: 44 years 

DESIGNATION: Executive Chairman 
COMPANY: Matrix Laboratories 





Global Dreams 


HE MEDIA CALLS HIM N. PRASAD, BUT HE PREFERS IT THE OTHER WAY AROUND: PRASAD N., 
short for Prasad Nimmagadda. This soft spoken cricket buff has been making waves 
recently. His company, the Rs 641-crore Matrix Laboratories, has just entered into an 
agreement to buy the $ 35 million (Rs 154-crore) Chinese drug maker Mchem. The rationale: 
Mchem will strengthen Matrix’s supply chain and give it a beachhead in China for its AIDS drugs. 
Days earlier, it had picked up a 43 per stake in Swiss drug maker Explora. And in June-July, 
Matrix had taken over Belgian generics firm Docpharma for $263 million (Rs 1,157.2 
crore), the largest global M&A play by an Indian pharma company. Incidentally, ВТ had 
listed Matrix among “20 companies to watch in 2005” in its edition dated December 5, 2004. 
But becoming a poster boy for the Indian pharma industry was the last thing on his mind 22 
years ago, when he passed out of Delhi University with a Masters degree in physics. Getting 
a job was. He held a series of positions in various pharma companies before rising to become 
Managing Director of Vorin Laboratories at the age of 34. Along the way, in 1989, he 
picked up a degree in management from the Institute of Management Technology, Ghaziabad. 
Prasad’s big opportunity came in 2000 when he and some associates bought the sick Herren 
Drugs & Pharmaceuticals, and in May 2001 renamed it Matrix Laboratories. 

What’s his success mantra? “To succeed, one has to be very communicative, transparent, lead 
by example and be unselfish,” he says. His vision for his company: “Make Matrix a respected 
Indian pharma company and grow as a business while doing everything to help save lives.” There’s 
also a dream of becoming a billion-dollar (Rs 4,400-crore) company, “but we haven't set any 
specific date for achieving this.” Given his record of turning a sick Rs 45-crore company into 
a pharma powerhouse in four years flat, it'll probably happen sooner rather than later. 8 
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ThinkPad recommends Windows® XP Tablet PC Edition. 





MOBILE 
TECHNOLOGY 


Ec T 







IT'S A DRAWING PAD. IT'S A NOTEPAD. 
BEST OF ALL, ITS A THINKPAD. 


INTRODUCING THE THINKPAD X41 TABLET. Finally, a tablet THE WORLD'S MOST SECURE TABLET PC. Together, the 








PC worthy of the name ThinkPad. Together, ThinkPad and integrated fingerprint reader (select models), encryptior ' 
Microsoft bring you the power you expect in a ThinkPad software and embedded security subsystem make 

with Windows XP, plus the pen and digital ink technology ThinkPad the most secure tablet PC there is. No one offer 

that lets you write directly on the screen. It's a whole new a higher level of security as standard 





way to use a ThinkPad 
STARTING AT Rs. 1,21,500*. ThinkPad is now a product of 
an inch thick, the Lenovo, a new global company uniting Lenovo and the 


18% LIGHTER. 6% THINNER. At just over 


ThinkPad tablet is almost a full pound lighter than the next former IBM PC Division under the Lenovo name. Our 





lightest in its class. But it's no lightweight, with features mission is to bring more innovation to more people so they 
like shock absorbers, biometrics, award-winning keyboard can do more amazing things. Find out more and take the 
and Intel* Centrino" Mobile Technology on many models 3-D tour at thinkpad.com/tablet 


directlenovo@in.lenovo.com 
1600 425 3333 thinkpad.com/shop/in 
ThinkPad is a product of Lenovo. 
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COMPANIES 
TO WATCH IN 


2006 


Our fourth annual listing of companies it could 
pay to keep an eye on in the coming year. 
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The Jet Airways Citibank Gold MasterCard makes уои 
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The world is waiting 
With 35 flights weekly from India, British Airways welcomes 


you to London and 152 destinations worldwide*. Connecting 
you with people, places and opportunities. 
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From The Editor 


HE FOURTH BUSINESS TODAY 20 COMPANIES TO WATCH 

issue is in your hands. As many readers are aware, 

this is a listing that we do towards the end of 
each year when we track the potential of companies—big 
or small, listed or unlisted and spanning all kinds of 
businesses. The 20 companies that we list each year are 
the ones with the highest potential to impress with their 
performance over the coming year. 

The process of selection is rigorous. After extensive 
meetings with venture capitalists, private equity firms, CEOs, 
headhunters and consultants, BT’s reporters and editors 
compile a shortlist of companies. This list is put through 
several rounds of validation—numbers are crunched, 
trends are analysed and executives are interviewed—be- 
fore arriving at the final 20 that we adjudge to be the ones 
that merit watching for the promise and potential that they 
offer. The final list this year, like in the past, is in alpha- 
betical order and has potential gems, both big and small. 
They range from the still-small Air Deccan, which is 
India’s only true cut-price airline, to the elephantine 
State Bank of India, which de- 
spite its size and provenance (it 
is government owned) is learning to 
dance. As those two examples will 
show, the 20 companies listing is an 
eclectic one and companies on it 
are in businesses both relatively 
new (BPO, biotech and software) 
as well as ones that are as old as it 
can get (banking, steel, liquor and 
power generation). 

The highlight of the pack- 
age is an exercise of looking back at our past three lists 
to see how the 20 that we selected for each of those 
years have fared. I am happy to say that the majority of 
them have delivered on their promise (and our judge- 
ment!). Yes, there have been a few exceptions. Four 
among the 60 that we put on the three past lists taken 
together are pharma companies that may not have 
fared very well. With fewer generic drugs going off 
patent in recent years, intense price competition, in- 
creased costs on account of investment in R&D and 
outlays in the form of global acquisitions, profits for 
Indian pharma companies have been under pressure. 
Still, we believe the pharma companies that made it 
to BT’s 20-to-Watch list merit watching because 
their long term potential is huge. 

To my mind, the real surprises on this year’s 20 
are the bigger companies like sbi (mentioned earlier), 
Tata Steel, Indian Rayon and Maruti Udyog—all of 
them not only old and large but have been facing in- 
tense competition. Yet, they still have the potential 
for sparkling performance. 
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Apropos your cover story How to 
Lose Your Shirt in A Bull Market, 
stock markets are governed by two 
primary factors, greed and fear. In 
the frenzy that follows a bull run, 
penny stocks gain ground and gen- 
uine investors suffer. The regulator, 
Sebi, and big brokers must take an 
active interest to educate and pro- 
tect small investors so that they 
don’t fall prey to manipulators. 
Unless a healthy market develops, 
small investors will stay away. How 
can we attract big funds when only 
the crooked gain from the market? 
NAVNEET DHAWAN, through e-mail 


for your 
Dream Job? 


The Big, Bad Bull Market! 
Your cover story How to Lose Your 
Shirt in A Bull Market (Br, October 
23, 2005) is timely, and an eye- 
opener. With penny stocks rising 
regularly with every bull run, only to 
record a steep fall when bears take 
charge, the fall guy seems to be the 
small investor. He has no idea how 
to avoid manipulators and choose 
right stocks. In every twist and turn 
of the market, manipulators seem to 
be laughing their way to the bank. 
It’s time the small investor’s needs 
are taken care of. 

ASHWANI K. MALHOTRA, through e-mail 


Bollywood On A High 

Your special story Bollywood's 
Makeover (BT, October 23, 2005) is 
topical. The insights into the func- 
tioning of the industry, covering 
all regions in the country, is grip- 
ping. With Bollywood donning a 
corporate hue, hopefully better films 
would be made. Also, new film- 
makers can target both overseas 
and domestic markets. The contri- 
bution of multiplexes to 
Bollywood’s new image is vital. 
May we have more multiplexes? 
SONMIT, through e-mail 


Apropos your special story 
Bollywood’s Makeover, the in- 
dustry is definitely on its experi- 
mental best this year. No wonder 
off beat songless wonders like 
Black have raked in the moolah. It 
is a welcome respite from the 
clichéd sing-song dance dramas. 
This paradigm shift in movie- 


making, coupled with innovative 
marketing strategies, will only 
increase the saleability of Hindi 
movies, both in India as well 
as abroad. 

JINU MATHEW, through e-mail 


New Age Banking 

Your interview with Mervyn Davies, 
CEO of Standard Chartered Bank 
(Br 60 Minutes, October 9, 2005), 
comes at a time when there has 
been a lot of activity in the sector. 
The race is hotting up, with banks— 
private, public as well as foreign— 
vying to woo the SME segment and 
other portfolios. The focus on 
Stanchart is timely, with the bank- 
ing major positioning itself in a 
niche segment. And with newer 
segments booming, and the bot- 
tom lines of multinational banks 
surging, public sector banks have a 
rough road ahead. Keep a tight 
watch on the banking sector. 
VITHUR, through e-mail 
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The What’s-hot Seers 


qu GOOD NEWS IS THAT THERE ARE SOME OF 
the species still around, people who spot a de- 
mographic, behavioural, fashion, or business trend 
before it happens, in the process making fortunes, 
sometimes their own, and at other times those of oth- 
ers. The bad news (and it really couldn't get any worse) 
is that inclusion in the club (of trend-spotters) comes 
with having spotted one big trend; and historical evi- 
dence suggests that there is a handful of individuals who 
manage to consistently spot mega-trends. In the mid- 
1990s, the emerging trend of note was mobile teleph- 
ony (although it is unlikely that anyone could have an- 
ticipated that India would boast the lowest mobile te- 
lephony tariffs in the world); in the late 1990s, it was 
off-shoring or the global delivery model (GDM) of soft- 
ware services if jargon is your thing; in the early 
2000s, it was the generics (drugs going off patent) op- 
portunity in the Us and the Business Process 
Outsourcing (BPO) boom, although the last was actually 
a logical extension of the GDM. 

The thing about trends, is that, if you want to 
make money off them (a fair objective) without mak- 
ing trend-spotting your business — in the world of 
commerce, this is the exclusive purview of venture cap- 
italists and private equity execs — you must first un- 
derstand the rules (well, it is akin to a game). There are 
four: the first is that all trends have a lifetime; there is 
a point when a trend ceases to be one. This doesn't 
mean that off-shoring and the GDM will suddenly go 
out of fashion. It just means that it may no longer be 
profitable for a company (for competitive reasons) or 
investors (for financial reasons) to enter the business or 


Perfect Information 


HERE COULD BE FOUR MILLION PEOPLE OUT THERE 

who know that a Delhi-headquartered business 
school with a presence across India, Indian Institute of 
Planning and Management (IIPM) is at war with several 
bloggers. Four million, assuming that India has 40-mil- 
lion internet users, and that one in 10 reads blogs. For 
the benefit of others, here is a quick lowdown, al- 
though this piece actually has little to do with either the 
bloggers (specifically) or прм. A Mumbai-based youth 
magazine JAM, broke a story on how 1PM did not appear 
to be all it claimed to be. The magazine's editor wrote 
about this on a blog, another blogger picked it up, 1PM 
threatened to sue both (and actually filed a case against 


12 BUSINESS TODAY NOVEMBER é 2005 





OLE, 


a o 
CAR e 


invest in it. The second is an old one, actually the con- 
cept underlying most financial transactions: there is an 
inverse relationship between risk and return. The 
third is almost a truism: no two trends are alike. 
And the fourth is a near-truism: no two companies 
seeking to leverage the same trend do so in similar 
fashion (this is something that has a bearing on their 
success or degree of it). The rules, when applied 
with retrospective effect, show why there can be 
just one Infosys Technologies or Bharti Tele-Ventures 
or (although pharma is a four-letter word in the 
trend-spotting business right now) just one Ranbaxy 
Laboratories. They also serve to highlight the chal- 
lenge of spotting trends. Then, as any venture capi- 
talist would have you know, it is fun. 


Spitzer: Keeping it to the straight and narrow 
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the magazine citing factual inaccuracies), even called up 
the employer of the latter and allegedly (according to 
the blogger) threatened to stage a protest outside its of- 
fices, the blogger quit (or was fired, depending on 
which version you go by), other bloggers got into the 
act, one tapped the Election Commission’s site and dis- 
covered just how much the founder of IPM, who con- 
tested an election sometime back was worth, another 
went public with the alleged educational qualifica- 
tions of the current dean, and others did other small re- 
ports based mostly on their opinions and, sometimes, 
on facts they had unearthed. The one thing that 
emerges from all this is that there is enough information 
on the www on anybody that can be dug out by anyone 
who possesses some net-savvy, a fast connection, and 
a dash of patience. The existence and availability of this 
information is a boon for the small man (or the layman), 


but a bane to organisations. Elliot Spitzer's crusadé 
against USA Inc, for instance, was largely based on the lat- 
ter's incriminating e-mail (or web) spoor. Not all the in- 
formation available online is accurate, but unlike the 
print or electronic media, the net has a self-correcting 
mechanism. Habitual net-users consider it their re- 
sponsibility to point out such mistakes and responsible 
sites correct them (one online encyclopaedia actually al- 
lows users to edit entries). Indeed, the growing ubiquity 
of information is one thing that should encourage 
corporates, even the government, to stick to the straight 
and narrow. Not having an online presence isn't an op- 
tion in this day and age (and even if a company does- 
n't have one, there is no guarantee that its suppliers, cus- 
tomers, even employees won't write about it online). 
Threatening to sue people is a bad PR move. Not 
having anything to hide seems the best bet. 





Right For The Left 


ITH 61 SEATS IN THE 14 TH LOK SABHA, INDIA'S 

Communist parties, the Communist Party of 
India (cp!) and Communist Party of India-Marxist 
(СРІ-М) wield considerable power. They support the 
reigning United Progressive Alliance (UPA) *from outside", 
a term popular among politicos and the mainstream me- 
dia in India that may be roughly translated into: lots of 
authority, no responsibility. The Left, as the Communist 
parties are referred to, are opposed to most things: the 
dilution of the government's stake in public sector 
banks, labour-reforms, the disinvestment of the gov- 
ernment's stake in public sector enterprises (make 
that profit-making public sector enterprises; the Left 
has no problems about selling off lemons), FDI (foreign 
direct investment) in retail, and just about anything 
else. Under a new head, Prakash Karat, the General 
Secretary of the politburo of the cpi-M, the party has 
actually become even more strident than it previ- 
ously was, in its opposition to economic reforms. 
So, how should the UPA react? 

This magazine believes the Left brings a unique 
set of skills to the table, one that the ОРА should lever- 
age to its, and the country's advantage. Here's why: over 
the years, the government of the day in India has been 
quick to sign multilateral agreements. For instance, 
India was among the earliest entrants to the World 
Trade Organization (it signed the General Agreement 
on Tariffs and Trade in 1947); China entered the or- 
ganisation only in September 2001, wringing from it 
several concessions that were pre-conditions to its en- 
try; and Russia has stated that it is in no hurry to enter 
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Karat: When | say no, | mean no 


the wro (it is likely that it too will extract its pound of 
flesh). India was among the first countries to sign the 
agreement over the adoption of Basel II norms in 
banking, norms that enforce stringent capital ade- 
quacy norms on banks (the European Union accepted 
these recently, and the Us is yet to do so). And when 
India decided to move to a product patent regime in 
pharmaceuticals in January 2005, it did so with retro- 
spective effect, effectively recognising patents filed 
since 1995, So, where does the Left fit into all this? Put 
simply, no one says no as well as the Left does (nor does 
no one say no in as many ways as the Left does), Put the 
Communists in charge of multilateral negotiations and 
India will eventually get a great deal (as evident from 
China's experience with wro). That would be the free- 
market kind of thing to do. ш 
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The incon SON question. 


The Retail Circus 


By stalling FDI in retail, India is short-changing 
* its own growth. KUMARKAUSHALAM 


waiting to invest in retail must have soared. That was when The 
Economic Times—the country’s largest selling financial newspa- 
per—carried a Page One story that said the government had readied 
norms for allowing foreign investment into retail. Among the stipulations, 
the paper said quoting a Cabinet note, were a minimum capitalisation of 
$5 million (Rs 22 crore) for the foreign retailer and a limit on the num- 
ber of outlets the foreign retailer could open. The next day, however, the 
newspaper carried another story saying the government's Left allies were 
opposed to any foreign investment in retail—restrictions or no restric- 
tions. Never mind that China already allows 100 per cent FDI in retail. 
Does the UPA government have a strategy to counter its Communist ally’s 
intransigence? “We will be discussing (the framework for FDI in retail) 
with all stakeholders, including consumers and retailers, before arriving 
at any concrete proposal,” is all that Ajay Dua, Secretary, Union 
Ministry of Commerce and Industry, is willing to say for now. Adds 
Nilotpal Basu of CPI(M) and Mp: “There is neither any proposal from the 
government nor is there any need to respond. At this stage, we are 
principally and conceptually opposed to FDI in retail. It is nei- 
ther relevant nor necessary at this point.” 

Basu and his 
comrades’ opp- 
osition to for- 
eign retailers 
stems from the 
fear that their 
entry will wipe 
out the esti- 
mated nine million mom-and- 
pop or kirana stores in India that account for 
96 per cent of retail sales even in urban India. 

The argument in that case should be applicable to 
entry of any organised retail, the debate about 
Indian or foreign being irrelevant. But Basu and his 
friends would be happy to know that despite 
organised retail's 
growth in India 
over the last 
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No, but... Moses Harding, 
Executive VP (Treasury, Global 
Operations & Investment Banking), 
Indusind Bank - 


| would prefer RBI to adopt a 
wait-and-watch policy ahead of 
the busy season. However, if 
crude jumps back above $65 
and rupee moves above Rs 45 
per dollar ahead of the monetary 
policy, RBI would be forced to 
‘hike’ interest rates to cushion the 
volatilities in the currency market. 
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10 years (when a bare 2,500 retail chain stores 
were opened), the kirana stores are booming. For 
instance, market research firm ACNielsen 
estimates that in 2004 alone, some 5 lakh kirana 
stores opened to sell fast moving consumer 
goods. Says N.V. Sivakumar, Executive Director, 
Retail and Consumer Industry Leader, Pricew- 
aterhouseCoopers: “Even after China opened 
up retail, the top 10 retailers in the country are 
Chinese-owned, and the foreign retailers are co- 
existing with local mom-and-pop stores." 
Indeed, while there's just one (lame) argument 
in favour for stalling foreign investment in retail, 
the reasons for opening up are many. Take emp- 
loyment. Currently, 21 million people, or 7 per 
cent of the workforce, are said to work in the re- 
tail sector. If foreign investment is allowed, an- 
other seven to eight million jobs could get created 
in the sector over the next four to six years. 
Why? Because every time a big organised re- 
tailer sets up shop, an entire ecosystem springs up 
around him. This includes everybody from the 
farmer to the manufacturer to the packaging 
and label supplier to the transporter, among 


If foreign investment is allowed 


seven to eight million jobs could 
get created in the retail sector 





others. Besides which the supply chain from the 
producer to the consumer becomes more efficient, 
lowering prices for the consumer. “Everybody is 
keen on India, we should make a beginning,” says 
Sivakumar. Adds Harsh Bahadur, CEO, Metro AG, 
a cash-n-carry retailer with one outlet in 
Bangalore: “When we entered China in 1997, we 
began with $45 million (Rs 198 crore) in exports, 
and now it has grown to over $2 billion (Rs 
8,800). We can replicate that in India.” 

Given the sector’s immense potential, Indian re- 
tailers are loath to see, say, a Wal-Mart come in. 
“FDI in retail is not warranted at this stage, | am in 
favour of a calibrated entry,” says Sanjiv Goenka 
of RPG Enterprises, which owns Spencer’s. “If at all 
FDI has to come in now, it should begin with fur- 
nishings and lifestyle products,” adds Kishore 
Biyani of Pantaloon Retailing. Offers P. K. 
Bhandari, Group President, Raymond: “We can 
begin with 26 per cent and then gradually take it 
up to 100 per cent in four to five years.” Indeed, 
there is a wide variety of options available to 
make FDI in retail both ‘safe’ and successful. What's 
lacking is the political will. 
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Money-spinner: The US dollar regains some of its lost charm 


| N JUST OVER A MONTH, THE RUPEE HAS LOST CLOSE TO 2.32 PEF 
cent against the US dollar, depreciating to 45 last fortnight 
(on October 14), before recovering to 44.85. In September 
the dollar was at 43.83 to the rupee. And the outlook only 
looks bleak unless the Reserve Bank of India (RBI) inter- 
venes aggressively through the state-owned banks tc 
protect the falling rupee. "We expect the rupee to depre- 
ciate to 45.10-45.30 levels on the back of FII outflows anc 
a rising import bill by December,” predicts Tarini Vaidya, 
Treasury Head at Centurion Bank. 

The trigger for this sudden slide came from recently- 
released data by the central bank that indicated a worsening 
trade as well as current account deficit in the first quarter April- 
June of the current fiscal. The trade deficit expanded to г 
whopping $15.8 billion (Rs 69,520 crore) in June-end a: 
against $5.2 billion (Rs 22,880 crore) last year, thanks to im- 
ports outstripping exports. Similarly, the current account wit: 
nessed a deficit of $6.2 billion (Rs 27,280 crore) at the enc 
of the June quarter as against a surplus of $3.4 billion (Rs 
14,960 crore) in the corresponding quarter of previous 
year. "India's biggest import, oil, continues to contribute to the 
country's trade and current account deficit in a soaring in: 
ternational crude oil price scenario," notes U. Venkatraman 
Treasury Head, IDBI Bank. An upturn in the short-term US in 
terest rates has led to outflow of dollars from the Indiar 
stockmarkets. With forex dealers expecting Allan Greenspar 
to hike the Fed rate to 4 per cent at its November 1 meeting 
you can expect the rupee's slide to continue in the short term 
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What Goes Up... 


The bull's down, not out, but you've got to stop dreaming of 10k by Diwali. 


AV HAZAAR NAVRATRI, DUS 
NL Diwali (9,000 at 
Navratri, 10,000 at Diwali) 
was the festive cheer on the street at 
the beginning of October. Alas, the 
fireworks had to be kept on hold, 
and the BSE's benchmark index, the 
30-share Sensex, came crashing 
down just when it was tantalisingly 
close to the 9K milestone. Unbridled 
selling by the till-recently-bullish for- 
eign institutional investors (Fils) trig- 
gered a 7 per cent slump in the 
Sensex from its peak of 8,821.84 on 
October 5 to 8,2201.73 by October 
14. The 620.11 point-collapse is star- 
tling against a backdrop of upbeat in- 
flows of $0.97 billion (Rs 4,268 
crore) in September. Or is it? Says 
Nilesh Shah, Chief Investment 
Officer, Prudential icici: “There is 
a pull-back in the market. The market 
was in an overheated position, with 
stocks having started to move away 
from fair value to bubble value.” 
Whilst out-of-whack valuations 
may be one reason for the fall, there 
were other factors that contributed 
too. For instance, 
markets in developed 6,915.09 
as well as emerging March 8, 2005 
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Dalal Street: Course correction 


is all this money headed? To the us, 
apparently. The strengthening of 
the dollar, courtesy of rising interest 
rates, coupled with currency de- 
preciation in emerg- 

ing markets like 7,151.08 
India, has added 
some shine to the 
American markets, 


and that’s 
why much of 
the investible 
funds are heading 
west. Says V.K. Shar- 
ma, Director & Head of 
Research, Anagram Stock- 
broking: “The present wea- 
kness in our markets is a part of the 
global phenomenon. If the world 
markets (excluding the Us) recover, so 
could our markets.” Sharma’s im- 
mediate concern, though, is the ЕП 
sales in the futures and cash market. 
“In the stock and index futures, the 
Fils have been net sellers to the tune of 









6,679.33 


Feb. 14, 2005 







countries plunged last 
fortnight. The Nikkei 
index lost 104.74 points or 0.8 per 
cent in the last fortnight to close at 
13,420.54 on October 14, 2005, 
while the Hang Seng index fell over 
6 per cent to close at 14,485.88. 
The domestic bourses are of course 
being driven largely by ЕП liquid- 
ity, and overseas investors chose to 
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sell Indian stock as well. Till - 
October 13, Fils were net sellers to 71797.08 
the tune of Rs 964 crore. So where Aug 4, 2005 


Rs 2,178 crore in October,” he adds. 

Such worries notwithstanding, it 
would be premature to write the 
obituary of the great Indian bull. Yes, 
the indices will sink below the 8,000 
level, but that’s hardly reason to 
panic. As Shah points out, a correc- 
tion is healthy for the market. The 
long-term fundamentals, however, 


8,799.96 
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are still strong, 
and there is cash 
waiting on the side- 
lines, to grab stocks 
that are looking more realistically 
valued post-correction. As for the 
Fils, they will be back. Whilst last 
fortnight’s selling spree may appear 
huge, that sum is still a fraction 


7,346.63 of the Rs 36,900 crore overseas 
July 19,2005 investors have poured into 


India thus far this year. 

Yet, it’s pretty visible that 
the markets aren’t too strong. Last 
fortnight the benchmark BsE index 
had broken through the trend line of 
8,240, which is significant as it was 
made by joining the Sensex highs of 
August 3 and August 18. The next 
support level for the Sensex is 8,121, 
which might be already breached by 
the time you read this piece. Anything 
below 8,121 is bad news, which could 
eventually take the market down to 
7,500 levels. That may or not happen, 
but you can be reasonably sure you 
won't see 10,000 balloons floating 
over the BSE building on Diwali. 
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IT/ITES’s Next Target: Big Pharma 


Global pharma companies ship back office work to India. 


T I$ AN OUTSOURCING DOSE 
[= IT/rTES players would be 

only too happy to take. In 
September this year, drug giant 
GlaxoSmithkline (GSK) inaugu- 
rated a new offshore *Artwork" 
facility at Hyderabad-based 
Satyam Computer Services’ BPO 
arm, Nipuna Services. The 
centre's task: Make the consumer 
information on medicine packs 
more intelligible by elaborating 
in plain English things like com- 
position and dosage. GSK calls the 
initiative, the first of its kind in 
India, a vital link between itself 
and its customers. Nipuna, which 
stepped up focus on the segment 
starting this year, has one other 
global pharma company as cus- 
tomer and is talking to two others. Out of its total head- 
count of 1,700, 150 are in the pharma vertical. Says 
Venkatesh Roddam, Nipuna's new CEO: “This is an im- 
portant area for us, given the huge potential," referring 
to the estimated $48-billion (Rs 2,11,200-crore) out- 
sourcing opportunity globally in the drug industry. 

Chennai-based Cognizant Technology Solutions 
couldn't agree more. In January this year, the world's 
biggest pharma company, Pfizer, outsourced high-end 
business processes in clinical data management and 
biometrics to Cognizant. A majority of the 100-odd 
people working on the account have degrees in pharma, 


IT TAKES TWO TO TANGO 


PPARENTLY, THERE'S PLENTY OF METHOD IN BOLLYWOOD 
madness, Reliance Capital’s decision to acquire a 51 
per cent stake in Adlabs a couple of months ago caught 
the markets by surprise. Adlabs’ recent announcement 
to fund 12 films to be directed by Ram Gopal Varma also 
came as some kind of a surprise—needlessly. According 
to Adlabs' Chairman, Manmohan Shetty, the company 
earlier had a cap on film funding, but “with the infusion 
of fresh capital, we decided to get into newer areas”, he 
explains. The schedule for completion of the projects is 
in line with the way Varma’s "the Factory" has been op- 
erating—12 films in 18 months. For Varma, the deal is 
expected to work well since it will assure him of a 
cash flow and allow him to leverage on the clout that 
Adlabs enjoys in the spheres of film processing and film 





Nipuna's Artwork centre: Making drugs 
intelligible to consumers 


bioinformatics, biostatistics, and 
business intelligence. Pfizer is just 
one of the top five global pharma 
companies that Cognizant, which 
gets 18 per cent of its total rev- 
enue from healthcare and 
pharma, has snagged as customers 
over the last two years. Says 
Mohan Narayanan, vp (Life 
Sciences), Cognizant: “While costs 
are going up on the one hand, 
regulations are becoming more 
complex on the other, so drug 
companies want to outsource as 
much as possible.” 

The opportunities for Indian 
IT/ITES players could be in a vari- 
ety of areas, including adverse 
event information (say, handling 
post-marketing feedback for 
Merck's controversial Vioxx), product data management 
(like what Gsk’s Artwork centre at Nipuna does), clin- 
ical data management, employee tech help desk, and 
pharmacovigilance (ensuring integrity of test data). 

“Pharma companies are typically quite conservative 
when it comes to outsourcing, but going forward there 
will be a lot of areas that they could look to rres play- 
ers for," says G.V. Prasad, Executive Vice Chairman and 
CEO of Dr Reddy's Labs and a director on the board of 
Nipuna. The challenge for Indian vendors will be to 
maintain quality as they ramp up. 

E. KUMAR SHARMA 
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showing: Varma (L) and Reliance Cap.'s Anil Ambani 


Now 


exhibition. But Adlabs may have to wait till the beginning 
of next year before Varma takes the director's chair. He 
has a commitment to direct 10 films for K Sera Sera. 
Even at his speed, he has finished only seven. 
KRISHNA GOPALAN 
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Who'll (Co-Pilot Air Sahara? . 


It has got bids, but far lower than the asking price. 


S THE INDIAN AVIATION DOG 
fight about to throw up its first 
casualty? The Subrato Roy- 


promoted Air Sahara has con- 


firm Ernst & Young to find a 
strategic partner for the airline. 
Going by the presentations that 
Roy has been making to poten- 
tial investors, he is asking for about 
$800 million (Rs 3,520 crore) for 
the airline, which has a fleet of 24, 
comprising 17 737 series aircraft 
(old and new) and seven С] 2005. 
Its market share is down to 14 
per cent from 18 per cent just six 
months ago, because one of its 
fleet is grounded (recently, one of 
its jets overshot the main runway 
in Mumbai airport, and stayed 
stuck in soft ground for four days, 
delaying planes of other airlines; 
the airports authority is threatening to impose Rs 20-25 crore in 
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Sahara's Roy: Waiting for 
the right bid 


firmed that it has hired consulting | 
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A BEANCOUNTER'S 





PwC's Roy: Now he'll be talking takas 


NE HAS A THOROUGH KNOWLEDGE OF THE 
local market and the other, a vast inte- 
rnational exposure. And now the two have 
come together to reap the benefits of what 


| they call ‘connected thinking’, in consult- 


ant parlance. The $16 billion (Rs 70,400 


| crore) PricewaterhouseCoopers (PwC), UK, 


damages). The bids that Sahara has received are said to be far lower | 


than the asking price. BT learns that Vijay Mallya of Kingfisher 
Airline has offered $600 million (Rs 2,640 crore) and Jet Airways' 
Naresh Goyal $625 million (Rs 2,750 crore). Some other players 
are believed to have offered far lower prices. Despite Jet's higher 
offer (for the record, Jet has denied that it is picking up a stake in 
Air Sahara), Mallya may be a more serious contender. 

Why are the offers lower than Roy's asking price? Largely be- 
cause of two reasons. One, Air Sahara is believed to have a debt 
of at least Rs 200 crore on its books. Two, its mixed fleet means 
higher operating costs in terms of engines, spares, and pilot cer- 
tifications. Yet, acquiring a strategic stake in the airline makes sense 
for both Kingfisher and Jet. Kingfisher gets to add not just domestic 
market share but also international traffic, thanks to Air Sahara's 
recent arrangement with American Airlines (AA) for the India-us 
sector. As for Jet, whose application to fly to the us has been hang- 
ing fire, the AA deal will come in handy. 

But why does Sahara's Roy want out? Possibly because it's 
becoming apparent that the aviation market in India is headed for 
a shakeout. Besides, Roy may be keen to focus on his other core 
businesses, which include parabanking and housing. For the 
latter, especially, Roy has ambitious plans. He picked up real estate 
in at least 50 Indian cities well before the real estate boom, and 


has teamed up with A. Qasem & Co to float 
PricewaterhouseCoopers Bangladesh, which 
is shut to independent foreign audit firms. The 
JV is the first instance of an international ad- 
visory services firm to be present in the cou- 
ntry with a local entity. But is there an India 
angle to the JV? You bet. PwC India's 
Chairman Rathin Datta and its MD Roopen 
Roy are both on the JV's 10-member board. 
"PwC India will have a greater role to play in 
the new company, given the language ca- 
pabilities and regional experience," says 
Roy. The Indian audit firm will also leverage 
its new global training facility coming up in 
Salt Lake, Kolkata, to train new recruits from 
Bangladesh. There's a strong business an- 


| gletoo. With Indian companies like those of 
| the Tata Group, GAIL and ONGC planning 


now plans to construct residential and commercial complexes in 


them. So, Air Sahara will bring in a partner sooner than later— 
even if it's below the E&Y valuation. 


KUSHAN MITRA | 
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investment in the neighbouring country, 
PwC India sees opportunities in a range of 
advisory services. For example, the Tata 
Group has proposed $2.5 billion (Rs 
11,000 crore) investment in Bangladesh in 
steel, fertiliser, and power. With PwC show- 
ing the way, it’s a matter of time before the 
other audit firms follow suit. 

RITWIK MUKHERJEE 
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Prince Of All He Sees 


: Citigroup CEO makes his maiden trip to India. 


Charles “Chuck” Prince, CEO of Citigroup Inc., 

the world's biggest bank. One is the sustainability of 
the Us consumer base and the other is the (rising) price of 
oil. What he is bullish about, however, is India's СОР 
| (gross domestic product) growth, although he refuses to 
\ compare it with China. “That’s a big mistake. Both (coun- 
tries) are very important and growing very differently,” 
К Prince said at a press briefing in Mumbai to announce the 
ү establishment of the Citigroup Centre for Financial 
Literacy at the Ahmedabad-based Indian School of 
Microfinance for Women. “Microfinance is important 


N DMITTEDLY, THERE ARE TWO THINGS THAT WORRY 


; (to Citi) since it strengthens local economies, and that works 
f to our self interest as well,” he said replying to a question 
. on why Citi was dabbling in microfinance. 


While no projections for growth of the bank in 
India were forthcoming from Prince on his first ever visit 
to the country, he did mention that the revenues would 
be equally split between the us and international busi- 
nesses for Citigroup in the next five years (currently in- 
ternational business accounts for 40 per cent of the 
bank's revenues). *The markets for financial services in 
Asia are going to grow much faster than those in Latin 
America or the United States...India is right on top of the 
list of the fastest growing economies and we retain all our 

earnings here for investments into 

the market," he said, adding 
that he saw it as a positive 
sign that most senior 
people in Indian busi- 
ness felt that growth 
could be much 
faster. The Citi 
CEO, who took 
over the mantle 
from the bank's leg- 
endary Sandy Weill, 
said that Citibank 
India—with $10 billion 
in assets, $1.5 billion in 
capital and 15,000 employ- 
ees—expects to grow orga- 
nically for the moment. But 
gauging from the fact that it's 
the first visit by a Citibank 
CEO in five years, Prince 
has more up his sleeve 
than he's letting on. 
PRIYA 
SRINIVASAN 
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Q&A 
"| Hope I’m Not Nominated 
To London Olympic Board" 


WO MONTHS AGO, SWRAJ PAUL, CHIEF OF THE UK- 

based Caparo Group, was appointed as tbe 
Chairman of London's Olympic Development 
Autbority, responsible for building relevant 
infrastructure abead of the 2012 games. In Delbi 
recently, he spoke with BT’s Swati Prasad on his 
Olympic role and businesses in India. Excerpts: 


What's your role as the Chairman of the London 2012 
Olympic Development Authority? 

My job is to set up the infrastructure for the 
Olympics till the Olympic Board is set up, through 
an Act of Parliament. That could take another 18 
months to a year. 


| believe more than £5.5 billion (Rs 43,450 crore) is to 
be spent on the infrastructure for the Olympics? 

In order to set up the infrastructure for the 
Olympics, around 400 businesses have to be 
relocated and a great deal of property needs to be 
bought. Yes, huge sums of money are involved. We 
would be setting up temporary stadiums in scenic 
parts of London such as Greenwich and Horse 
Guards Parade. An Olympic city would come up in 
the area also known as the Canary Wharf. 


Do you hope to chair the Olympic Board as well? 

I hope not. Though it's a privilege and an honour 
to hold this position, it is a 24-hour job. It involves 
a lot of hard work and I am getting old. I will turn 
75 next year. Whatever work we initiate, will get 
taken over by the Olympic Board. 


What are Caparo Group's plans for India? 

Caparo in India is around Rs 350 crore in turnover. 
And we want to make it as big as our UK or Us op- 
erations. Over the next 10 years, the turnover 
from India should be around $1 billion (Rs 4,400 
crore). It will take us an investment to the tune of 
Rs 1,000 crore to get there. 





Flying from 5 metros in India. 
д 4 Offering the best connections to Europe and USA. 


' Experience homecoming at the speed of thought. 


We are the No. 1 European airline in India with 
flights from Delhi, Mumbai, Bangalore, Chennai 
апа Hyderabad to our two Eurüpean hubs at 
"rankfurt and Munich, on to a World wide network. There’s no better way to fly. 
Wou can now take quick connections to anywhere 
in the world. Fly soonest to enjoy the warmth of 
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Back To Square One 









appeals. A Division Bench of the Mumbai High 

Court has struck down the 2001 amendment to the 
Development Control Rule 58 (the specific rule deal- 
ing with the sale of textile mill lands), which allowed 
textile mill owners in Mumbai to develop or sell mill 
lands for commercial purposes. The court has ruled that 
one-third of the total mill lands should be used for pro- 
viding low-cost housing, one-third for public amenities 
and only the balance for commercial development. 

The judgment, which came on a рїї. filed by the 
Bombay Environmental Action Group, has set the cat 
among the pigeons. The National Textile Corporation 
(NTC), for example, had sold the Jupiter, Apollo, 
Elphinstone, Kohinoor and Mumbai Textile Mills for 
a combined sum of Rs 2,000 crore, of which it has 
already received Rs 1,600 crore. Unless the Supreme 
Court (SC) overturns the judgment, NTC will have to 
refund the money. Other mill owners like Hindoostan 
Mills, Khatau, Simplex and Standard Mills are also 
developing their properties. And developers like K. 
Raheja Corporation, Marathon Developers, Godrej 
Properties, Seth Developers and Morarjee Realties are 
believed to have accepted more than Rs 125 crore as 
advances from home buyers for their proposed projects. 


[> A JUDGMENT THAT PROMISES TO SPAWN A THOUSAND 


MOBILE KARAOKE 


The Mumbai High Court strikes down the sale of mill lands. 


On shaky ground: (From L to R) A developed mill site stands in sharp contrast to those still waiting in the wings 


A Sinking Feeling 
Total area: 600 acres 


Estimated value: Rs 15,000 crore 
Largest mill owner: NTC, 35 mills, 270 acres 





Biggest buyers: india Bulls Rs 717 702 crore 





The fate of all these now hangs in balance. “There will 
be massive confusion if builders have to chop off the top 
10-odd floors of their buildings,” says Pranay Vakil, 
Chairman, Knight Frank India. This is a possibility as 
the total built-up area depends on the size of the plot; 
if the plot area shrinks, the total permissible built-up area 
is also reduced on a pro-rata basis. 

Individual developers were reluctant to comment on 
the judgment, but К. Ramachandran Pillai, CMD of 
NTC, hinted at an appeal. “We sold our mill lands 
only after receiving a go-ahead from the Supreme 
Court. This is a temporary setback, but we are confident 
of putting together a professional case before the apex 
court.” Not everyone is as optimistic. Anuj Puri, 
Managing Director, Trammell Crow Meghraj, says: “I 
am concerned about the kind of signal this will send to 
foreign investors.” Farallon Capital, a California-based 
private equity firm, had entered into a joint venture with 
financial services firm IndiaBulls to acquire NTC’s 
Jupiter Mills property for Rs 276 crore. This deal, 
like all the others, now stands at the crossroads. 

Mill owners and developers are expected to ap- 
peal against this judgment before the sc within the 
next two to three weeks. 

PRIYA SRINIVASAN AND KRISHNA GOPALAN 
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F ONGC (OIL & NATURAL GAS CORPORATION) HAD 

been a private sector company, its Chairman & 

Managing Director Subir Raha, 57, would have 
been a very, very wealthy man. In 2004-05, the com- 
pany earned a net profit of Rs 12,983 crore. A com- 
mission of 0.25-0.5 per cent of that—many private sec- 
tor CMDs get that much—would have netted him Rs 
32.5-65 crore last year alone. But ONGC is a public sec- 
tor Navratna; so Raha has to be content with an 
annual salary of Rs 6.5 lakh plus perks. He has little re- 
grets, though. “I have thoroughly enjoyed my career in 
the public sector and would not wish to trade it for any 
private sector company,” he says. 

There are other, more important, issues occupying 
the mind of this feisty, chain-smoking oilman who en- 
joys his evening tipple—almost an Indian replica of the 
heavy set, cigar chomping, heavy-drinking American 
oil magnate of Hollywood lore. He has successfully 
thwarted the Petroleum Ministry’s plan to foist 
Director General of Hydrocarbons V.K. Sibal and 
Special Secretary M.S. Subramanium on the ONGC 
board; he is also battling his ministerial boss, Mani 
Shankar Aiyar, over. a plan to hive off OVL (ONGC 
Videsh) into an independent company. “No com- 
pany can function with multiple bosses,” he explains. 
But these very public rows seem to have left him 
none the worse for wear and tear. There’s a buzz 
that Raha, who retires from service in August 2008, has 
been granted a three-year extension. The ONGC chief 
declines to comment on this. 

The spat with his boss made the silver-maned elec- 
tronics and telecommunications engineer from Kolkata’s 
Jadavpur University and MBA from UK’s Leeds University 
a bit of a media star, but it must be said that he has 
other, more substantial achievements to his credit. 
When he entered the corner office at ONGC in 2001, it 
was just another profitable psu. Raha, a workaholic who 
often e-mails colleagues at 3 a.m., set about rebuilding 
the company in his own aggressive, go-getting image. 
“If I am not willing to stretch myself, then I have no 
moral right to expect the same from my staff,” says the 
man, who joined Indian Oil Corporation as a man- 
agement trainee in 1970 and rose to the position of 
Director (Human Resources) in June 1998. Raha’s 
working day begins at 10 a.m. and often extends till 2- 
3 a.m. the next morning. 

He uses these long hours to chart out a blueprint to 
expand ONGC’s presence both within the country and 
abroad. In 2003, he bought out the Birlas’ 51 per cent 
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I'm the best: Raha (left) with Petroleum Minister Aiyar 


stake in the joint venture MRPL for Rs 660 crore, and, 
within two years, wiped out accumulated losses of Rs 
1,059 crore; MRPL ended 2004-05 with a net profit of Rs 
880 crore. Under him, ONGC also managed to turn 
around Bombay High, lifting its output to 270,000 bar- 
rels of oil per day, the highest in the last eight years. OVL, 
too, has made significant progress. Raha’s pet project, the 
Sakhalin Oil Field in Russia, in which the Indian company 
invested $2.5 billion (Rs 11,000 crore), has started pay- 
ing off. OVL also has stakes in oil and gas fields in Sudan, 
Vietnam, Libya, Egypt, Syria and Cuba. 

But despite these successes, there are question 
marks over ONGC’s performance. Critics say the com- 
pany is slipping on its most crucial function—that of 
finding new oil and gas fields. The first-ever quar- 
terly report prepared by the Directorate General of 
Hydrocarbons shows that despite spending Rs 1,822.64 
crore and drilling nine wells during 2004-05, it has 
failed to make a single discovery. In contrast, Cairn 
Energy India, which invested Rs 2,827.7 crore during 
the year, made eight discoveries. Raha disagrees with this 
interpretation. “We have shown that public sector is no 
longer a pejorative term. Today, ONGC-OVL is the most 
valuable company in the country and the biggest Indian 
multinational,” he says. There’s no denying that. 

ASHISH GUPTA 
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TOP OF ММ 


What: Jignesh Shah, Chairman & Managing 
Director, Financial Technologies (read: 
Multi-Commodities Exchange) has gifted 
shares worth Rs 6.5 crore (or 0.13 per 
cent of the paid-up capital) to three com- 
pany directors from his personal holdings 


Uniqueness: It is the first time that a pro- 
moter has gifted his shares to his employees. But it is not the first time that 
a promoter has gifted his shares. The most recent one would be Vasanji 
Mamania gifting 15.16 lakh shares (6.06 per cent stake) of Adlabs to 
Manmohan Shetty before selling out his stake in Adlabs. Similarly, promoters 
of Infosys and Nicholas Piramal have also gifted their shares 


Why: “It is a reflection of my friendship, love and affection with the three 
who stood by me to make my impossible dream a possibility” 


Praise: "| feel touched and honoured with this personal gesture and would like 
to keep the shares in my portfolio,” says Hariharan Vaidyalingam, Director & 
CTO, Financial Technologies, who was gifted 10,000 shares of the company 


MAHESH NAYAK 
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M&C Saatchi's Walker: India it is 


Saatchi Sets 
Up India Shop 


&C SAATCHI, THE ADVERTISING 
agency launched by the 
most admired and much dis- 
graced Saatchi brothers, Maurice 
and Charles, has set up shop in 
India. Continuing with their old 
practice of growing by buying 
out agencies, the duo has ac- 
quired Dhar & Hoon, the Delhi- 
based creative shop. "India, being 
one of the fastest growing mar- 
kets in the world, was on our 
radar for quite some time," says 
Kim Walker, President and CEO, 
M&C Saatchi Asia. He expects 
the Indian operation to soon be- 
come one of the biggest in the 
continent. Thanks to the deal, 
M&C Saatchi gets a clutch of 
top accounts such as British 
Airways, Dabur Foods, Sony and 
Punj Lloyd. M&C's bigger catch, 
however, is Kamal Oberoi, the 
former JWT President. Designated 
as Chairman & Managing Director 
of M&C Saatchi Communications 
India, Oberoi vows to pursue the 
founders' policy of "being the 
most sought after, and not the 
biggest, agency". "Expect some of 
the best creative ideas to flow 
from the new set-up soon," 

declare Walker and Oberoi. 
ARCHNA SHUKLA 
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The TOO MUCH DATA, NOT ENOUGH TIME era is over. 








Microsoft® Office has evolved. Have you? The latest version of Microsoft Office 
helps you deal with your workload. Now you can organize, prioritize, and synthesize 
information like never before. Upgrade to the latest version of Microsoft Office 
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today. Visit microsoft.com/india/office/evolve ad 
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P-WATCH 


government’s policy radar. 


INCENTIVISING EXPORTS | 
ALL EXPORT INCENTIVES ARE BEING UNIFIED INTO ONE OMNIBUS SCHEME. THE 
rationale: ensuring that incentives are not interpreted as subsidies, which are 
actionable under the wro rules. Already, the WTO is examining whether the 
DEPB (duty entitlement passbook) scheme is actually an export subsidy in dis- 
guise. There is also a need to plug loopholes in existing schemes and generate 
more revenues. The Ministry of Commerce and Industry has formed a com- 
mittee to look into the issue. It has the delicate job of steering the new scheme 
past WTO norms without eating into the competitiveness of Indian exports. 


ON THE CHOPPING BLOCK 


The following export incentives may go: 


LIFELINE FOR BANKS 
THERE'S SOME GOOD NEWS FOR THE BANKING SECTOR. THE RESERVE BANK OF | 
India has allowed banks to treat their investment fluctuation reserve (IFR) as | 
Tier-I capital. This means a bank's investments in government securities will 
be considered a part of equity and reserves. This will shore up the capital base 
of banks and help them meet the stiffer capital adequacy norms—the exist- 
ing ratio is 9 per cent—because of higher credit and other perception risks as 
prescribed under Basel II norms by 2006. The new notification will particu- 
larly benefit Allahabad Bank and Dena Bank, which find their routes to the 
capital markets blocked by the fact that the government's stakes in them are 
hovering around the 51 per cent-mark; so any further dilution of stake will 
rob them of their public sector status. A case of a stitch in time saving two! 


THETAXMAN COMETH 

THE GOVERNMENT IS NOW EYEING A SLICE OF THE RS 11,800-CRORE AD PIE. A 
draft circular issued by the cBEC (Central Board of Excise and Customs) says | 
the entire amount paid by advertising agencies to media companies for book- 
ing space in the print and audio visual medias will come under the 10 per cent 
service tax net. The existing practice is to levy the service tax only on the 15 
per cent commission paid by media companies to advertising agencies. A 
final decision will be taken on the matter by only later this year. 





ASHISH GUPTA 
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A bird's eye view of what's hot and what's not on the 





CRUISING ALONG. A 
IF A CRUISE AROUND THE WORLD IS: 
on your wish list, here's some 
good news for you. A steering 
committee jointly chaired by 
Minister of Shipping T.R. Baalu 
and Minister of Tourism Renuka 
Chaudhury is preparing a draft 
Cruise Tourism Policy to facilitate 
foreign direct investment in the 
sector and sort out issues - 
relating to immigration, cus- 
toms clearance, taxation and. 
infrastructure. The draft regu- 
lations will be placed before the 
Cabinet early next year.” 





Jobs ahoy! Can you spot them? 


A WHIFF OF FREEDOM 


THE GOVERNMENT IS, AT LAST, DOING 
something to provide a greater 
degree of autonomy for public 
sector units. The Ministry of 
Heavy Industries and Public. 
Enterprises has prepared draft 
guidelines under which they will 
no longer need government 
clearance each time they want 
to invest their surplus cash. 
However, public enterprises 
will still be barred from invest- 
ing in the overnight call-money 
market. The new norms have 
been sent to various nodal min- 
istries for their comments and 
are expected to come into force 
early next year. F 
ASHISH GUPTA 
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(Butcan it escape its past?) 
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India rivals China as the world's most d 
emerging economy. 


With one billion consumers, 6% annual ates 
and a burgeoning information technolog 


In a special issue charting India's rise, FORTUNE looks 
at its prospects for long-term growth and expansion as 
well as the visionary companies and individuals that 
are at the forefront of India's transformation 
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l 800’s New Buyers 


They include teachers and gardeners. 





Changing mindsets: Try talking him off the hookah 


the Joneses, and Maruti Udyog’s Managing 
Director Jagdish Khattar thinks he can pry open 
India’s vast bottom of the consumer market using it. 
Ergo, the numero ипо car maker has been going 
after the low end of blue- and white-collar market. A 


[> ABOUT THE AGE-OLD THING OF KEEPING UP WITH 


year ago, Maruti launched a scheme aimed at just 


school teachers. The result has been astounding, 
says Khattar. Some 10,000 teachers have bought 
cars (mostly the 800) under the scheme. Emboldened, 
the company launched a similar scheme in July this 


year, targeting employees of the railways and public | 


sector enterprises such as NTPC and SAIL. A gardener, 
a railway mechanic, an engine driver and a senior 
division clerk are some of the buyers so far. Says 
Khattar: “People have a mindset that they can’t afford 
a car. | want to change that.” 

According to his calculations, anybody earning up 
to Rs 18,000 a month is a potential car buyer. *The 
EMI of a seven-year loan for a Maruti 800 works out 
to just Rs 2,500," he points out. In fact, some of the 
customers he's sold to under the schemes earn even 
less, between Rs 5,000 and Rs 13,000 a month. 
Apart from new cars, Maruti is pushing refurbished 
cars under its True Value umbrella. Says Khattar: 
"When these teachers and railway employees start 
driving around in their cars, their peers will be per- 
suaded to believe that a car is within reach for them 
as well." He needn't worry about competition. 
Nobody makes cars cheaper than Maruti. 

SWATI PRASAD 
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WHARTON IN INDIA 


Governing the Corporation: 


Global Perspectives in the Indian Context 


4-6 January 2006 * Mumbai, India 


Wharton faculty will integrate global perspective 
the challenges of corporate governance in thé 
context. This unique program, the first of its kir 
Asia has been designed especially for India, 
SAARC audiences by Wharton in collaboratio! 
Egon Zehnder International and members of th 
business community. 


Session Topics: 
Who Does the Board Represent? 
The Role of the Audit Committee 
Ethical, Fiduciary, Legal, and Social Respor 
Boards and Corporate Strategy 
Succession Planning 
Board Compensation 
Investor Capitalism 
Boards in Family-Managed Businesses 
Board Performance and Board Review 
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SHAMIK BANERJEE 
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HEADLINER 
Karan Paul 





ONE OF EVERY 10 TEA DRINKERS IN THE 
UK will now wake up to a cuppa 
served by the Kolkata-based Apeejay 
Surrendra Group. Last fortnight, the 
group, which is one of the largest 
exporters of tea to the UK, acquired 
the Typhoo tea brand from Britain's 
Premier Foods Plc for £80 million 
(Rs 632 crore), signalling its entry 
into the branded tea market. Typhoo 
is the third largest tea brand in the 
UK after Tetley and PG Tips, and has 
a packaging and blending plant too at 
Moreton near Liverpool. "We were 
aggressively looking for opportunities 
to grow—both in plantations and 
retailing of branded products—so 
what could have been a better 
opportunity than acquiring the iconic 
British brand?" asks Karan Paul, 
Apeejay Group's 35-year-old 
Chairman. Apeejay, one of the largest 
tea growers in the country with 17 
estates and 21 million kg in annual 
production, has acquired Typhoo 
through its international arm, and 
Paul says the business will continue 
to be independent. The process of 
acquisition is to be completed in a 
few weeks from now and a new 
management team will be put in 
place to run the show. 

RITWIK MUKHERJEE 
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Kolkata’s Apeejay Group snaps up UK’s Typhoo for 


Rs 630 crore, marking its foray into branded tea. 


HMSI MD Yukihiro Aoshima: Top gear 


JAPANESE AUTO GIANT HONDA IS 
moving into high gear. Barely 
months after a bloody workers’ 
strike at its Manesar (near Gurgaon) 
plant brought its low-profile scoot- 
ers business under the national glare, 
Honda Motor Scooters India (HMsI) 
has announced plans of investing Rs 
400 crore to triple its annual pro- 
duction of motorcycles to 600,000. 
Rivals should be worried. As it is, 
Honda is the largest motorcycle 
manufacturer in the country 
through its joint venture with the 
Munjals. An expansion, expected 
to go on stream by April 2008, 
would significantly widen its lead. 


Air Deccan 
Flying High 


INDIA'S PIONEERING LOW-COST 
carrier, Air Deccan, is going full 
thrust ahead. Soon after signing a 
sweet deal with Vijay Mallya's 
Kingfisher Airlines for selling its 
excess capacity on low-traffic routes 
for a reported Rs 2 crore (Kingfisher 
needed those miles to meet regula- 
tory norms), Deccan Aviation, the 
carrier's holding company, 
announced the launch of Air Rescue 
One, a critical care air ambulance 
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service in association with Delhi- 
based Escorts Heart Institute and 
Research Centre. A day earlier it 
had announced the start of an in- 
flight shopping initiative. 


BP And HPCL: 
Deal Time . 





BP India's Jhawar: Joining hands 


BP (FORMERLY BRITISH PETROLEUM) 
signed a joint venture with 
Hindustan Petroleum Corporation 
Ltd (HPCL) to enter the oil refining 
and marketing business in India. 
The JV envisages setting up a nine- 
million-tonne refinery in Bhatinda, 
Punjab, for $3 billion, although in 
the long run В? also wants to enter 
oil exploration in the country. 


WELL BANKED 


Consumer Profile By Income 
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the new EMP-S3 


That's one way to find out for yourself why an Epson multimedia projector is the most trusted performer all 
over the world. The easier way of course would be to just see an Epson at work. Whether it's presentation 
films, wireless conferencing or on the move, the Epson range of projectors will always give you rich, flawless 
images. With cutting-edge features, quick startup and shutdown, and 

revolutionary 3LCD technology, an Epson makes the spectacular look EPSON MULTIMEDIA PROJECTORS 
so easy and simple. Now so can you. 10V that 
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NEWSIVIAKERS NUMBERS OF NOTE 


THE VC BUG L billion: Squatters in the world today. Current 

projections show there will be 2 billion squatters by 
2030. By 2050, they will grow to 3 billion, more 
than one in three people on the planet 


$ 1.38 billion (Rs 6,072 crore): Value of 62 
overseas deals inked by Indian companies so 
far this year 


: Growth in home theatre sales between 
January and August, according to ACNielsen 


NVAIA 


‘ : Per capita annual expenditure on 
household Consumption at Kollam (district in Kerala), 
even ahead of Pune at Rs 32,648 





RITESH SHARMA 


VuHAW 


Strange bedfellows: Biyani (left) and Gupta 


С“ = 


IU million (Rs 3,476 crore): Sale of digital 


PPORTUNITY, IT SEEMS, IS THE MOTHER OF ODD BUSINESS music in the first six months of the year, up from 

partners. How else could you explain the com- $220 million (Rs 968 crore) during the same period 
ing together of retail king and Pantaloon owner a year earlier 
Kishore Biyani and out-of-job former Coca-Cola "wt 
India boss, Sanjiv Gupta, to set up a retail and “con- Ф. billion (Rs 1,408,00 crore): Annual loss 
sumption” sector fund of $400 million (Rs 1,760 suffered by the software industry to piracy. In the 
crore)? Neither of the men has known the other for pharmaceuticals sector up to 10 per cent of products 
any long period of time, but both think the part- worldwide are counterfeit, rising to as much as 50 
nership is perfect. “Sanjiv comes from a solid dis- per cent to 60 per cent in the developing world 
tribution background and both of us are strong = SS i 
believers in the Indian consumer's growing power 9 OU,UUU crore ($13.6 billion): Capital 
to consume," says Biyani, whose retail-to-real- sated by India's banking sector to achieve 30 per 
estate empire includes the Pantaloon stores, the Big cent annual growth through 2010; banks raised just 
Bazaar chain and Central malls. Rs 3,000 crore between 2001 and 2004 

The fund, which is yet to line up investors, 
intends to invest in mid-sized companies in the food, Фё ) billion (Rs 19,00,800 crore): The value 
fashion, entertainment and media business. “We will of Aside Pacific s entertainment and media industries, 
give these companies the capital needed to grow big driven by gains in China and India, by 2009. The 
enough to take advantage of the consumption US would remain the largest media market at 
boom in India," says Biyani, adding that the duo $690 billion (Rs 30,36,000 crore), according to 
doesn't want to be known as venture capitalists PriceWaterhouseCoopers 
(VCs), but "mentor capitalists". The fund, when set EED 
up, will be managed by Sanjiv, with Biyani playing DOO billion (Rs 2,42,000 crore): Size of the 
the role of a sleeping partner (we'll see about that). global video game industry compared to $25 billion 
The retailer says that several prospects have already (Rs 1,10,000 crore) in 2004 
been identified. But as anybody in the VC business кас 
will tell you, identifying prospects is the easy part. i million-plus: The 
Handholding and grooming them to a stage where number of households with 
profitable exits are possible, is the hard part. That's DVD players in the world by 
where even the best names in the business trip up. 2009; there will be 321 
Messrs Gupta and Biyani will, then, need both million households with 
patience and smarts to pull their fund off. broadband internet access 

KUSHAN MITRA and 167 million ones with 


subscription TV 
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» Shattering 
T myths. | 


To perform at a higher level, you have to shatter certain myths. 


A 


And the only way to do that is by harnessing the power within. 


Turbo Diesel. Petrol's new role model. 


That's exactly what the new Indica V2 Turbo diesel does. 

Y It redefines the performance of diesel cars. 
With 68 PS of gut-wrenching power, backed by 13 kgm of torque, 
the Indica V2 Turbo diesel will leave petrol cars fading into the 
backdrop faster than you can imagine. 


Test drive it today and discover the new power of diesel. 


ТТТ. 


ИТЛ MOTORS CREE Rer s гоні Ма E More Power Per Car 
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A high-powered y: After the Japanese, 
business delegation led by the Dutch Deputy the Germans are said to be the newest people 
Prime Minister Laurens Jan Brinkhorst was succumbing to the Bollywood bug. According to à 
slated to arrive in India on October 20 to boost reports in German media, Hindi film songs—besides 
economic ties between the two countries. The ghazals and Punjabi re doing brisk business 
Netherlands is not a big trading partner of in local stores. Young Germans, it seems, are 
India, but the delegation—comprising signing up for Bollywood- style dance classes 
representatives from 40 Dutch companies in (Berlin alone is believed to have four such schools), 
sectors such as IT, energy and biotechnology and boutiques have taken to selling Bol - 
could open new vistas for trade and style costumes and jewellery. 
investment. „э? 
b. Ree Ф 
Deputy Prime Minister: Laurens Jan Brinkhorst Yy. € ә 
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The 
US Trade Chief, Rob Portman, 011 kingdom seemed closer 
urged the European Union to to joining the World Trade 
cut farm subsidies by 80 per Organization. tt has 
cent, following America’s completed the package of 
proposal to slash its own documents setting 
subsidies to farmers by 60 per out the terms of its 
cent. Agricultural subsidy in membership in the 148- 
developed nations is one of nation organisation. Its entry 
the bones of contention at the into the WTO, likely by early 
World Trade Organization's November, could help India. à 
Doha Round talks launched in While oil prices will continue 
2001. The next Doha Round to be outside the purview of 
is slated for December this WTO, India may be able to a 
year in Hong Kong, where invoke WTO rules to address ЖР 
; India will ask for a greater certain non-tariff barriers 
Capito! Hill Р i play in services. that its exports face. 
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Shares in Aggregate GDP Exports of Goods and Services and Population in 2004 
The BRIC economies have less than a quarter of global GDP share, but 43 per cent of world population. 


MAJOR ECONOMIES —— THE BRIC COUNTRIES 


UNITED UNITED 
STATES GERMANY FRANCE ITALY SPA JAPAN KINGDOM CANADA RUSSIA CHINA INDIA BRAZIL 


més 103 95 48 39 24 57 48 34 18 59 11 10 
Population 47 13 10 0.9 07 20 10 05 23 207 110 29 








“We have to take concern about exchan 
instability, volatility. I am distinguishing 
fluctuation on one hand, which is good 
volatility or instability, which is bad, г | 
from the Reserve Bank’s point of vic 


RBI Deputy Governor го Reute 


"Without a strong services package, w« 
have a deal on the Doha Development 


Director-General of the World Trade Organizat 
Business Standard 


“It’s not like this is a village, where vo 
have been here for 100 years" 


Welsh-born, first non-Japanese Sorry CE 


A Berlin landmark 





describing g ho nw be is not an nitsider, in Fortu 


К; JINE: A fourth round of talks between the US and “You cannot fly in expats to drive parcel i 
a s China to ыг the deluge of Chinese textile exports ended You need local people... and today it is : 
Without any agreement in Beijing. American companies fear 
that unrestricted imports from China's super-competitive 


to find educated, trained blue-collar wor 


manufacturers could result in thousands of layoffs. India inside C hina” | 
may be a beneficiary if the US encourages imports from Duce een [Re EINE SA mo 
‘ other countries. 


“We do think that there are high invest 
needs and interest rates are likely to 
benign. But we don’t think the increas 
est rates at a greater level will dent the « 
too much” 


‚ Standard and Poor's D 


ble ratings outlook, to Reuter 


"We created this vehicle from th« point 
view of a dog, but it turned out to be a ; 
vehicle for the elderly, children and oth 
members" 

Honda designer M І \ 

the wonderful openhearted wagon, to Assox 


hien our aci Lr Rate і | 
“Companies are trying to build good 


ost happes O, 
ATE 40 48 58 60 55 52 52 ‚ Executive Vice President of A 
majors reacting to Ameri umsiztny tl 
mm MIN E T Be Bus iness Week 
91 84 89 95 97 98 96 
mam TINEN “Innovation and creativity is a state of bi 


` € y | ) cl 155 [ 
133 106 115 115 110 91 80 It does not get taught in MBA | 
away when simplicity is shorn and we si 


mm mm * sophistication” 


coom 55 51 52 50 48 4] аз E Co-founder & COO of Mind 
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INDIA TODAY Diaries and Planners. Your ideal partner in keeping a track of your busy schedule. The perfect 
source of inspiration to succeed beyond your own expectations. The preferred way to balance your pressures an 
keep you at the helm of affairs. These WORLD CLASS TIME MANAGEMENT TOOLS inspire you to get your г 
together and perform. Helping you to focus on your work and commitments, leaving you more time to enjoy life 


INDIA TODAY DIARIES range is a perfect combination of sty le and function with: 
PREMIUM QUALITY PAPER BINDING MATERIAL EMBOSSED COVERS 


Year Book, Companion, Planners, Leather Set, Code IT 204 
Code: IT 101, Rs. 545 Code: IT 103, Rs. 435 Code: IT 210-IT 216(Leather), Rs. 1,385 Set of three Diaries, Rs. 1,5 
Code IT 201 (Leather), Rs. 825 Code IT 214; IT 219,(Leatherette), Rs. 685 


Page-a-Day, Scheduler, . Exe Executive, IT 106, Rs. 525 
IT 102, Code: IT 105, Rs. 245 — IT 217(Leather) 5 Professional, IT 107, Rs. 475 
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NORTH ZONE (Regional Office Ph.: 011-23326324; E-mail: ckb.nsales@intoday.com): 
New Delhi Quill Stationery & Office Supplies (P) Ltd. Ph.: 23414620/23417054/51513132 9810499446, Fax 011 2341 7195 Kanpur B.N.Aggarwal & Co. Ph.: 2312339/ 

Tele.Fax 2312139 Jammu Sadhna Pen Store Ph.: 2578432/9419135033 Chandigarh The English Book Shop Ph.: 2702542/9814010136, Capital Book Depot Ph.: 2702260/ 2702 
Amritsar Pt. Beli Ram & Sons Ph.: 2550285/981502296 Ajmer Geeta Pustak Bhandar Ph.: 2431135 Bikaner Asa Ram Khatri Ph.: 2521605/0414339201 Jodhpur Sarvodaya Book 
Stall Ph.: 2653734/2627991, Rathi's Media Centre Ph.: 2513580/3090230, Latest Magazine Centre Ph.: 2620686/3110365 Jaipur Rajesh Manish Agencies Ph.: 2326019/ 
9414051961, Kota Chaman Book Agency Ph.: 2323377/2405824 Patiala Reader's Paradise Ph.: 2215170/9815521218 Dehradun The English Book Depot Ph.: 2655192/271095 
Jhansi Variety Book House Ph.: 2471312/2470312 Jalandhar Sethi Enterprises Ph.: 2221916/9 157201242 Ludhiana Sardar Stores Ph.: 3940390/9872290515, Lucknow Modern 
Magazine Distributors Ph.: 2611829/9335911140, Universal Book Sellers Ph.: 2625894/3024117, Universal Book Centre Ph.: 2329641/2337180, Kalakunj International 

Ph.: 2612783 Moradabad New Moradabad News Agency Ph.; 2310334/9837029290 Rishikesh Sanjay News Agency Ph.: 2430968/ 9412051836 Ambala Junejasons Gallery 

Ph.: 5008677/2642077 Meerut Naveen News Agency Ph.: 2661646/ 2656215 Agra Cantt The Modern Book Depot Ph.: 2225695/9412262324 Pathankot Bhatia Book Depot 
Ph.: 2221916/9417459022 Gorakhpur Student's Corner Ph.- 2330337/2338059 Karnal Reader's Paradise Ph.: 2251153/9896255566 Varanasi A P Singh Ph.: 2220060/2221511 


Allahabad Om Agencies Ph.: 2600559/9415236658 








EAST ZONE (Regional Office Ph.: 033-22827726 25398; E-mail: arnab.sengupta@intoday.com Kolkata The Modern Book Depot 
Ph.: 22493102/22490933, Emami Landmark Ph.: 22822617/18/19, Family Bookshop Ph 97518/22290719/22293486 Bhubaneswar The Modern Book Depot Ph.: 2534373 
Dhanbad Bhatia Enterprises Ph.: 2305212 Guwahati The Modem Book Depot. Ph.: 2546244/2 544791 Siliguri NB Modern Agencies Ph.: 2521297 Patna Magazine Corner 


Ph.: 2672339 Imphal P C Jain Ph.: 2221756 Jamshedpur Agrawal Book Store Ph.: 2439906/2424849 Naharlagan Friends Book Stall РҺ,: 2247647 Agartala Monarch 





fice Ph.:022-24444423/24); E-mail:vinod.da yday.com): Mumbai Skopco Bindings (Р) Ltd. Ph.: 56570330/23736733/98202 12441, Fax 237474 
raj Stationery Mart Ph.: 26134740, Goa Onkar Enterprise 

xd Ph.: 26444180, Antakshri Ph.: 25434441, Nikiz Stationery 

73, Om Music Ph.: 5531253, The Shoppee Ph. 2333620 


WEST Z sional € 
Pune Onkar Enterprise Ph 24451173/24484428, Venus Traders PI 24457023; Venus Ph.: 25535757/8. 
4451173 Ahmedabad H K Enterprises Ph.: 26441444, Natraj Book Centre Ph.: 26587930, Cros 
:03. Vasani Stores Ph.: 26425523, Raj Stationers Ph.: 26300845 Baroda Baroda Stationery Mart Ph.: 23623 
d Ph.: 2339484, Kalpana Traders Ph.: 2436865 Umakant Book Sellers Ph.: 2359633 Rajkot Rajesh Book Stall Ph.: 2233518 Gandhidham Amritlal Hirji Pandya Ph.: 220 


k House Ph.: 2545130 Jabalpur Prem Book Depot 
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“ty Book House Ph.: 2556022/2554057, Variety Gallery Ph.: 2467480 Indore Sogani Bt 
Ph.: 2625 Nashik Jyoti Stores Ph.: 2306700/01/711, Jyoti Book Seller & Stationery Ph.: 2306702/3/4 Aurangabad Aurangabad Book Depot Ph.:2353116 
Gwalior Novelty Book Centre Ph.: 232 y Ph.: 2629822/ 9422065825 Raipur Laxmi Stationery Store Ph.: 5049266/ 2227068 
Nagpur Greet & Gift Ankita Agencies Ph 102199 
SOUTH ZONE (Regional Office Ph.: 044-28478525-44; E-mail: ganesh@intoday.com Chennai Sri Venkateswara Agencies Ph.: 28352080/28350356 
othams Ph.: 28513519/52128356, Landmark Ph.: 284904 21000, Fountain Head Ph.: 28112650, Connections Ph.: 26260429 23764093 4 
‚© Connections Ph.: 24612719, Words & Worth Ph.: 24468659, Pebbles Ph.: 5207701 ! Coimbatore Ar Ph.: 2211168, Greenland Book Stall , 
Ph.: 94 2928 Pondicherry Focus, The Book Shop Ph.: 2345513 Bangalore Mythris Enterprises Ph.: 2f 8, Gangaram's Gallery Ph.: 25589678 Duam 
233 & Co. Ph.: 2562391 





In Touch Ph.: 23352836 Cochin Pai & Co. Ph 55835/2361020, Thiruvananthapuram Pai А Co. PI 


Calicut Pai & Co. Ph.: 2302851 Hyderabad Deccan Pens Store Abids Pt 1202306/23205164/5577775 )eccar Store Green Land 
Ph.: 55786455/55987755, Ostrich Marketing Network (A.P. Distributors) Ph 1866660330 Secunderabad Deccan Pens Stores -R P Road 200! 


Ph.: 27813020/55493020 Vishakhapatnam [yoti Book Depot Р 5891274602 





{ Yusuf “Mr Generics” Hamied 


The feisty drug maker plans to copy Roche's avian flu drug—for a cause. 


VERY TIME YUSUF HAMIED, THE RECLUSIVE CHAIRMAN OF MUMBAI-BASED 
drug major Cipla, gets cheesed off about patented high-priced, but life 
saving, drugs, Big Pharma shudders. The last time he decided to go 
after them, he launched AIDS drugs (known as anti-retro virals, ARVs) for a 
fraction of the Big Pharma prices. This time around, he's trained his sight on 
a drug that could save millions of lives should the next big epidemic, the avian 
flu, hit mankind. There's just one manufacturer, Roche, of the anti-influenza 
drug, Tamiflu, and many experts expect a short supply should the bird flu 
quickly spread around the world. *We'll do with Tamiflu what we did with 
j the alps drug," Hamied told ВТ over the phone when contacted in Spain. 
“Somebody’s got to do it.” 
At present, Cipla plans to be in a "state of readiness" to manufacture a 





generic copy of the drug, but the Swiss company will certainly take Cipla to 
court in the case of a launch. In India, Tamiflu was filed with a “priority date" 
of February 26, 1995, making its patent recognisable under the new patent 
laws, which honour all patents filed after January 1, 1995. But Hamied is- 
n't mad at innovator companies like Roche. He's mad at the Indian gov- 
ernment, which agreed to recognise patents filed after January 1, 1995, al- 
though the WTO provisions allowed countries like India to do so starting 
January 1, 2005. “I don't know how and why they did this (in 2000, under 
a provision called exclusive marketing rights)," fumes Hamied, who prom 





ises to make his copy of Tamiflu available at *humanitarian prices". 
R. SRIDHARAN  Cipla's Hamied: Me 


A Savings Account that actually 
_ Saves you money 
in more ways than one. 


KVB's New Savings Account 
* Free withdrawal upto Rs 25,000 per day at all our branches 


• Free Cheque Books* e Free VISA Debit Card + Anywhere Banking - Free cheque deposits 


Free cash remittance upto Rs 50,000 per month i our account + No DD Charges” • Net Banking 


tement of account through E-mail « Coming soon - Phone Banking and mort 


KVB) Karur Vysya Bank 


Smart way to bank 





The Karur Vysya Bank Ltd., 
Reed. Office, Erode Road, Karur - 639 
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Dismissed: By a 
British court, a plea 
filed by Ranbaxy to 
annul pharma giant 
Pfizer's main patent 
over its cholesterol- 
lowering drug 
Lipitor. Judge Nicholas Pumfrey, 
however, handed Brian Tempest-led 
Ranbaxy a minor victory by declaring 
invalid a second patent, which was 
due to expire in 2011, a year later 
than the main patent. The court's ver- 
dict, to be challenged by both Ranbaxy 
and Pfizer over their respective defeats, 
means the Indian drug company can- 
not sell a generic copy of Lipitor in the 
UK until 2011. A similar patent chal- 
lenge in the US is to be decided by the 
year-end. 


Ranked: Indian Institutes of 
Technology (1175) as third after MIT 
(Massachusetts Institute of 
Technology) and the University of 
California at Berkeley, by the Times 
Higher Education Supplement in 
London. The IITs now leave behind 
other global technology institutions 
as Stanford and Georgia Tech. 
University. The rankings are based 
on peer review of 2,375 academics, 
who are involved in research, in 
areas like science and technology, 
biomedicine and humanities. 


A BRACE OF KINGS 


ЛАМ IN 








THE SUIT IS 


Announced: The 2005 Nobel prize 
for economics. The award will be 
shared by two game-theory experts— 
an Israeli, Robert J. Aumann, 75, 

of the Hebrew University of 
Jerusalem, and an American, Thomas 
C. Schelling, 84, of the University of 
Maryland. The Nobel committee 
lauded the pair for enhancing “our 
understanding of conflict and cooper- 
ation through game-theory analysis”. 


Bought: By Shyam 
Bhartia’s Jubilant 


Organosys, an 
integrated pharma- 
ceuticals company, 

7 a US-based clinical 
research organisation (CRO)—Target 
Research Associates—in an all-cash 
deal for $33.5 million (Rs 147.4 
crore). The first ever acquisition of a 
US CRO by an Indian company makes 
Jubilant the largest Indian CRO 
having operations in India and the 
US. 


Appointed: Retired IAS officer, 
Wajahat Habibullah, as the first Chief 
Information Commissioner, under the 
new Right to Information Act, which 
gives statutory rights to citizens to 
obtain information from public 
authorities. The new law will not be 
applicable in J&K. 


IM MITT THE V 


st Indian; the man dressed like a politician 
jst powerful man in the state of Jharkhand, 
chief minister Arjun Munda. They're smiling be- 


Steel and the state of Jharkhand 
a deal for a steel project. The pic 


ure is taken from a newspaper ad (one of several) 


that Munda’s governr 
day. That should have 


ed the following 
10se who missed 


ve telecast of the event (well, it was treated 
ne) on an enterprising business channel, It 
і also help Munda re-brand himself as the 
o brought the prodigal son back to India 
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NARENDER BISHT 


MANI'S DIKTAT 


Petroleum Minister Aiyar: Just blend it 


GREED THAT BIODIESEL IS THE 

need of the hour. But the 
Union Petroleum Minister 

Mani Shankar Aiyar’s diktat to pub- 
lic sector oil companies to start buy- 
ing biodiesel to blend with their 
regular diesel (in a 5:95 ratio) has 
left them in a bind. “Even if we 
were to blend only 5 per cent of 
biodiesel, we will need more than 
20 lakh tonnes per annum,” says 
a senior executive in an oil com- 
pany. India has an installed biodiesel 
capacity of 50 tonnes a day. But 
Leena Mehendale, Joint Secretary, 
Petroleum Ministry and Executive 
Director of Petroleum Conservation 
Research Association, says that 
demand, and not supply is the issue. 
“Once the oil companies start buy- 
ing (biodiesel) on a regular basis, 
the capacities will be increased," 
she says. Quality is another issue. If 
biodiesel were to be sourced from 
disparate sources around the coun- 
try, monitoring and ensuring qual- 
ity will be near impossible. *Oil 
companies will have to install the 
equipment to check the standard 
of supplies," says Mehendale. 
There's hope for the biodiesel ad- 
vocates yet. There's a lot of global 
interest in the sector. The UK's D1 
Oils, for instance, plans to set up an 
8,000-tonnes-a-year biodiesel 
refinery near Chennai by next year. 
ARCHNA SHUKLA 
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A Sporting Disaster 


Indian executives are slackers when it comes to sports. A look at who plays and who doesn't. 


SINGAPORE KOREA THAILAND AUSTRALIA 


MALAYSIA INDONESIA 
i as 


= 
3 
> 


| HONGKONG | 


“Badminton. 4 


35 MEN 42 11 
(executives) who actually played the sport 
mentioned in the preceding three months 

Source: The Synovate PAX Survey, which tracks media, prosperity and influence in markets across the Asia-Pacific region 


IPOs Getting Better 
The mid-90 madness long over, the quality of IPOs has dramatically improved. 

















Year No. Of Issues Fresh Capital Offers For 
(Rs crore) — Sale (Rs crore) 
з И 216.31 00 


1990 Щщ 316.25 
1991 зщ 564.18 
lm 1,322.78 














1993 3,129.31 
1994 1023" 


1995 42. 
1996 11279 


199) lk T 1885.04 
1998 kde 289.41 

n lim 182142 
2000 Tm 3,025.46 
го Шы 322.35 

2002 lem 1,981.47 
и 1,699.80 
200 ORT € — mm 13.121. 
207 QE T ———m 1.1264 


W issue amount (Rs crore) *Til Sept. 2005 Source: Prime Database 
Offers for sale mean dilution in promoter holdings 





6,087.8 
5,911.81 
4,940.01 
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COMPANIES 
TO WATCH 
IN 200 











ROMISE AND POTENTIAL, AS ANYONE ASSOCIATED IN ANYWAY WITH THE STOCK 

markets will tell you, are the things that make the world (or at the very least, 

stock market indices) go around. For four years, Business Today has been 

tracking promise and potential in a very tangible way, through a listing of 

20 companies that merit watching. BT's editors and reporters meet venture 

capitalists, execs at private equity firms, headhunters, CEOs and consult- 

ants to compile a shortlist of companies. The final list of 20 is arrived at after several 

rounds of validation. The result is an eclectic list of companies large and small, listed 
and unlisted, and across a variety of industries. Then, it's variety that makes it fun. 

SAHAD P. V. 
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[ AUGUST 2003, CAPTAIN С.К. 


Gopinath, the Managing 
Director of Air Deccan, a com- 
pany with a workforce of three and 
a fleet of one (a turbo-prop, if you 
must know), announced his wan- 
- nabe low-cost airline's maiden flight, 
from Bangalore to Hubli (a large 
city in Northern Karnataka that 
wasn't, until then, connected by 
air). Today, Air Deccan employs 
1,300, has a fleet of 24 aircraft in- 
cluding seven new Airbus A320s, 
operates 140 flights a day, and 
would have flown some four million 
passengers in 12 months by the 
time this year ends. Along the way, 
the company has engendered a low- 
cost airline revolution in India; three 
more low-cost airlines are already in 
the air and some 12 are waiting to 
take wing. And in this, its second full 


@ AIR DECCAN 


G.R. Gopinath/ Managing Director 


The Lite Option 


year of operation, it has turned prof- 
itable (analysts expect Air Deccan to 
close this year with Rs 1,000 crore in 
revenues; the company itself isn’t 
willing to share any numbers as it is 
in the quiet period in a run-up to its 
initial public offering). 

“Even if I am able to convert 5 
per cent of the 800,000-1 million 
people who use Indian Railways 
every day to fly Air Deccan, I will 
realise my dream of selling one bil- 
lion seats a year," says Gopinath, 
who will add one aircraft to Air 
Deccan's fleet every month for the 
next 76. Already, he claims, *40 
per cent of the people who fly us 
are first time fliers”. Scale and prof- 
its have meant recognition. Last 
month, Warwick Brady, a longtime 
employee of Ryanair (the world's 
best-known low-cost airline) signed 


e DQ ENTERTAINMENT e 


e MIDAS © NTPC e RICO AUTO e 
e e UNITED SPIRITS e 





NARENDER BIST 


on as COO of Air Deccan. “Our head 
of maintenance is from GF and con- 
troller of operations from (another 
international low-cost airline) Jet 
Blue,” laughs the captain. “People 
have realised this is where the action 
is." The buzz on Deal Street is that 
Air Deccan will raise between $200 
million and $250 million (Rs 800- 
1,100 crore) in early 2006 to fund 
its growth. Gopinath would rather 
not comment on the timing and 
the amount but admits that an issue 
is very much in the offing and that 
the company will probably spread 
its wings to West Asia and India’s 
neighbours after that. Can Air 
Deccan become a regional low-cost 
airline for this part of the world? 
Well, no one thought it could suc- 
ceed in India, and it has. 
VENKATESHA BABI 
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: i يڪ‎ that have global aspirations. Bilcare, a company 
k Mohan Bhandari/ Managing Director that develops and manufactures packaging for 


Е Е pharma companies, has them too. “Our strategy is 

The Magic M [| Pack all about increasing capacities and addressing chal- 
lenges faced by pharma companies worldwide,” 

says Mohan Bhandari, Managing Director, Bilcare. 
Already, the company that closed 2004-05 with Rs 
165 crore in sales (it expects to grow by 30 per cent 
in 2005-06) has founded an eponymous subsidiary 
in Singapore, and acquired Proclinical Inc, a US-based 
packaging firm that boasts the likes of Astra Zeneca 
and Johnson & Johnson among its customers. 
“Apart from being the largest market, the us is 
also the fastest growing (for pharmaceutical 
packaging) at 15 per cent plus,” explains Bhandari. 
Packaging plays a crucial role in the pharma- 
ceutical business. At one level, the packaging has to 
ensure that the drug remains in a hermetically sealed 
environment for a fairly long period of time (most 
drugs have a long shelf life) without losing its efficacy. 
At another, packaging innovations often play a part 
in the adoption, usage and success of a drug. 
Bhandari offers the instance of a pack Bilcare de- 
veloped for Shelcal, a calcium-based drug launched 
by Elder Pharma, which helped the latter increase 
sales by almost 20 per cent. Shelcal was a success but 
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moving consumer goods industry, any 


company that has been able to consis- б, Ranganathan/ Chairman and Managing Director 


tently stand up to behemoth Hindustan ái 
Lever Limited is sure to attract attention, Th Oth FM CG M 
fill reams of column space, and be de- e er ajor 


scribed by terms such as giant-killer and 
ambitious upstart. CavinKare (formerly 
Beauty Cosmetics, and renamed, perhaps 
as a play on founder C.K. Ranganathan's 
initials and on Calvin Klein) is all that; 
only, with revenues of Rs 400 crore today 
and targeted revenues of Rs 1,200 crore 
by 2008, the company, whose Chic is 
the second-largest shampoo brand in the 
country (in terms of volumes sold), is no 
longer small and no longer regional in 
terms of its reach. Today, CK products 
are available in Sri Lanka, Nepal, 
Singapore, Malaysia, Myanmar, Indonesia 
and West Asia; Ranganathan is busy as- 
sessing the potential of the African market; 
and CavinKare has formed an alliance 
with a contract manufacturer in 
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Elder wasn’t reaping the rewards 
it should have been; counterfeiters 
had their own versions of Shelcal 
out. Bilcare, Bhandari claims, de- 
veloped a package for Shelcal that 
wasn’t just high-quality, but also 
difficult to counterfeit. Ergo, R&D 
plays just as critical a role in the 
pharma packaging business as it 
does in pharma itself. 

Apart from tapping the Asian 
and North American markets, 
Bilcare is also considering a foray 
into Europe and Latin America 
and getting a foot into the emerg- 
ing biotech and life sciences space. 
Bilcare works with companies to 
understand the drug, its benefits 
and its delivery mechanism be- 
fore developing a package, and 
then manufactures it, and 
Bhandari believes this “integrated 
business model” is the company’s 
unique selling proposition. Form, 
it would appear, matters as much 
as content in pharma. 

KRISHNA GOPALAN 


Bangladesh to tap that market. 
` Then, there is the com- 
pany’s plans for the foods busi- 
ness, which it entered in 
November 2003 with the ac- 
quisition of Ruchi Agro Foods, 
an Andhra Pradesh-based com- 
pany that was largely in the 
business of pickles. By January 
next year, says Ranganathan, 
the pickles and the other prod- 
. ucts the company has launched 
(masalas, ready-to-cook mixes 
and the like) will be available 
nationally. Soon after that, he 
adds, the foods business will 
go global by entering the us 
and the UK markets. “Every 
year, we will come out with 
five to six new products in both 
segments (personal care and 
foods).” And become less of 
an upstart. 

NITYA VARADARAJAN 
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@ CENTURION BANK 
Shailendra Bhandari/ Managing Director 


Sharp Turnaround 


T HAS PERHAPS BEEN AMONG THE MOST INTERESTING TURNAROUNDS IN THI 
[o sector. Centurion Bank, whose story seemed all but over a cou- 

ple of years ago, is today in the news for its merger with Bank of Punjab. 
Centurion Bank itself was taken over in mid-2003 by a combine comprising 
Sabre Capital (founded by former Standard Chartered cro Rana Talwar 
who is now Centurion's Chairman) and Bank of Muscat; a fresh infusion 
of capital and a focus on operating efficiencies turned it around. Ironically, 
Bank of Punjab finds itself in a position similar to that of Centurion at the 
time of its acquisition, and most of its problems can be addressed through 
a fresh infusion of capital. The merger, apart from doing this, will also put 
Centurion on the fast track. The merged entity will be called Centurion Bank 
of Punjab and its Managing Director Shailendra Bhandari is upbeat about 
where the bank is headed. “The primary thrust will continue to be retail,” 
he says. "Over the next five years, there could also be inorganic growth." 
The emphasis on retail shouldn't surprise anyone; Centurion disburses 
40,000 loans for two-wheelers every month (a fifth of all loans for two- 
wheelers disbursed). 

That, of course, is only one side of the story. The merger with Bank of 
Punjab will help Centurion tap sectors such as small and medium enterprises 
(SMEs) and agriculture. The merger has a rationale on the geographical front 
too; Bank of Punjab is very strong in the North while Centurion Bank's 
base is the South and West. *Together, we will have about 240 branches 
with just a limited overlap," says Bhandari. He adds that the merged en- 
tity will foray into areas like credit cards and retail broking, admitting can- 
didly that while the bank is unlikely to become the largest entity in either, 
it will have a significant presence in both. 


KRISHNA GOPALAN 
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e DQ ENTERTAINMENT 
Tapaas Chakravarti/ CEO 


Animation Hypermart 


NIMATION HAS BEEN TOUTED AS 
the next big thing in India 
for some time; gaming is the 
new kid on the block in the next- 
big-thing firmament. Yet, it isn't 
merely its presence in the two areas 
that earns the Hyderabad-based DQ 
Entertainment (DQE) entry into this 
listing (for the record, the company 
also offers pre- and post-produc- 
tion services). What does is the 
other things the company is doing. 
“DQ Entertainment has to expand its 
revenue stream with natural for- 
ward and backward linkages," says 
Tapaas Chakravarti, CEO, DQE. 
That spans everything from soft- 
ware for gaming consoles, mobile- 
gaming and animated Tv series (for 
children) to distribution, licensing 
and merchandising of its own work 
and that whose (content) rights it 


has acquired, to a joint venture 
with two large studios to co-pro- 
duce content. That's a significant 
leap forward for a company that 
started life in the business of rr 
consulting (its heritage is evident 
in the fact that it has implemented a 
proprietary enterprise resource 
package for production planning 
across its eight development facili- 
ties in India, two in China and one 
in the Philippines). 

With private equity and venture 
investments of $9 million (Rs 39.6 
crore) from a clutch of companies 
including IFC, TDA Capital, GW Cap- 
ital and ilabs, and long-term con- 
tracts from the likes of Disney, 
Sony, NBC Universal, PBS Kids and 
Mike Young Productions, DQE 
claims it is on its way to becoming 
the world's largest animation out- 


sourcing and co-production firm. 
By 2008, says Chakravarti, the 
company's revenues will nudge the 
$100 million mark (Rs 440 crore; 
he is unwilling to disclose current 
revenues). A significant part of that 
will come from a foray that it has 
just made into distribution—it has 
started distributing in India some 
of the animation series it produces 
for customers in other countries 
such as the us, Canada, France and 
Spain and some 22 series produced 
by other global firms for which it 
has acquired rights—and co-pro- 
duction (DQE has invested $10 mil- 
lion or Rs 44 crore in a joint venture 
that will create and hold rights to 
new animation series). That’s more 
than animation the way the rest of 
the industry sees it. 
E. KUMAR SHARMA 
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@ GEOMETRIC SOFTWARE 


Manu Parpia/ Managing Director 


The Shape Of Things To Gome 


LEVEN YEARS AFTER IT WAS SPUN 

off from the Godrej Group, 

and four years after a partic- 
ularly bad financial performance, 
Geometric Software looks every 
inch a company for the future. One 
reason for that is the business it is in, 
the happening area of product life- 
cycle management (PLM). Unlike 
other next big things, PLM is one 
of the current big (fine, reasonably 
big) things in the technology space. 
It is about the management of prod- 
ucts from their initial concept, 
through design, launch and pro- 
duction to their eventual obsoles- 
cence. At one time, PLM was all 
about computer-aided design (CAD) 
and computer-aided manufactur- 
ing (CAM), the two businesses that 
Geometric started off with (hence 
the name; CAD and CAM are geom- 
etry-based work); today it includes 
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several other things such as elec- 
tronic design automation (EDA), 
maintenance, and computer aided 
production engineering (CAPE). 
Essentially, PLM reduces the time 
to market and is something that 
can be applied across sectors, from 
auto to aerospace, from ship-build- 
ing to financial services. 

The second is its business model. 
Being too small to effectively ap- 
proach end-users, Geometric part- 
ners large software firms in the PLM 
space such as Dassault Systems, be- 
coming, as Harit Shah, an analyst 
with Mumbai-based equity research 
firm Quantum Information Services 
puts it, “an extended R&D arm for 
such firms”. In 2004-05, 60 per 
cent of the company’s revenues of 
Rs 173.3 crore (net profit: Rs 27.4 
crore) came from software compa- 
nies and 40 per cent from direct 


UMESH GOSWAMI 


sales to the end-user segment (of 
which half came from the automo- 
bile sector). And between 2000-01 
and 2004-05, the company’s rev- 
enues have grown at a compounded 
annual growth rate (CAGR) of 29.9 
per cent; net profit, 25.3 per cent. 
Now, says Manu Parpia, Managing 
Director, Geometric, the company 
is of a size where it can target end 
users. “In the next three years, 60 
per cent of revenues will come from 
end users.” Profitability remains an 
issue and Geometric has already re- 
vised its guidance (downwards) 
twice in 2005-06, but as Quantum’s 
Shah puts it, “it takes time to scale 
up”. “Given that most other com- 
panies this size in the IT sector are ei- 
ther being acquired or going out 
of business, Geometric is doing 
well,” he adds. That it is. 

PRIYA SRINIVASAN 
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e GVK BIOSCIENCES ACK IN 2002, WHEN INDIA WOKE 


Ч up to the possibilities of bioinfor- 
G.V. Sanjay Reddy/ CEO matics (essentially, the use of com- 
a puters to extract and analyse biological, 
The Bio-su perma rket and especially genetic data), GVK Bio- 
sciences was among the first companies 
to enter the space. Apart from offering 
bioinformatics services, it set out to train 
people in the science (for some time in 
2002 it looked as if bioinformatics 
schools would supplant computer ones). 
Since then, the company has added 
several services to its bouquet: medicinal 
and process chemistry, clinical trials, 
clinical data management, bio-availabil- 
ity and bio-equivalence (BA and BE) stud- 
ies, even IT and rT-enabled services tar- 
geted at pharma companies. 
GVK wouldn’t share numbers with 
BT, but the buzz in Hyderabad is that its 
revenues and profits have grown at an 
average of 150 per cent since incep- 
tion. “I find them in an aggressive 
growth phase,” says Deepanwita 
Chattopadhyay, CEO, ICICI Knowledge 
Park, where the company’s laboratory 
has grown in size from 3,000 sq. ft to 
14,000 sq. ft over the past two years. 
For much of those two years, GVK was 
content to remain in the shadows (the 
company is still low-profile, almost reg- 
imentally so). If something has changed, 
it is the fact that D.S. Brar, the high-pro- 
file former CEO of Ranbaxy Labora- 
tories, chose to join the board of СУК as 
Chairman in July, 2004. His very pres- 
ence seems to have helped the com- 
pany attract new clients (12 of the 
world’s 20 largest pharma firms are its 
clients) and employees (it has 800 right 
now and 85 per cent of that number is 
scientists). And if something has 
changed, it is the fact that India now has 
a product patent regime in place, mak- 
ing it easy for multinationals to out- 
source research work (even manufac- 
turing) to Indian firms. GVK Biosciences 
(the group has no other interests in the 
lifesciences space), which offers an in- 
tegrated research platform and is en- 
tering into partnerships with clients to 
share intellectual property, definitely 
stands to gain from that. 
4 Е. KUMAR SHARMA 
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@ INDIAN RAYON 


Sanjeev Aga/ Managing Director 


More Is More 


NDIAN RAYON, SOON TO BE RE- 

named Aditya Birla Nuvo, has al- 

ways been a diversified com- 
pany. Over the past five years, the 
company’s portfolio of businesses 
has got even more diverse: since 
2000, it has acquired Madura 
Garments (and brands such as Van 
Heusen and Louis Philippe), rsi 
Data Systems, Transworks (a BPO 
firm) and, recently, a large equity 
stake in Idea Cellular (in which its 
holding and that of other companies 
belonging to the Aditya Birla Group 
add up to a little over 50 per cent). 
It also entered the insurance business 
through a joint venture with 
Canada’s Sun Life. “In four words, 
Indian Rayon will become a 'diver- 
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sified high growth company’,” says 
Sanjeev Aga, Managing Director. 
Today, the new businesses account 
for a little over half of the com- 
pany’s consolidated revenues; over 
the next five years, this proportion 
is expected to increase to 75 per 
cent. Eventually, says Kumar 
Mangalam Birla, Chairman, Aditya 
Birla Group, there will be two 
groups of businesses within Indian 
Rayon. “There will be the value 
businesses, which are the brick-and- 
mortar businesses throwing up cash 
but where growth opportunities are 
limited, and the high growth busi- 
nesses, which are garments, financial 
services, BPO, telecom, mutual funds 
and insurance,” he explains. Seen 
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from that perspective, the recent 
mergers of Indo-Gulf and Birla 
Global into Indian Rayon are strate- 
gic plays. “Birla Global’s financial 
services business includes mutual 
funds distribution and insurance 
advisory but not insurance, which is 
Indian Rayon’s business,” points 
out Aga. And, “the cash generation 
of Indo-Gulf is sub-optimally em- 
ployed; if it comes into Indian 
Rayon, this money can be invested 
in telecom and financial services, 
which hopefully will give faster re- 
turns”, he adds. Over time, the 
Indian Rayon story could turn out 
to be one of diversifying sensibly 
into high-value businesses success- 
fully while making the most of tra- 
ditional businesses. When the re- 
cent restructuring was announced, 
the majority opinion among ana- 
lysts was that it was a ‘value-neutral’ 
move. It could well be that it was a 
value-enhancing one. 

KRISHNA GOPALAN 
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@ MARUTI UDYOG LIMITED 


Jagdish Khattar/ Managing Director 


Four Wheels Good 
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N 2000-01, WHEN MARUTI UDYOG MADE A 

net loss of Rs 269 crore on revenues of 

Rs 9,253 crore, some saw it as the 
beginning of the end for what was then 
India’s largest car maker. In 2003, when 
the company made an initial public offer 
(IPO) with shares priced at Rs 125, some 
equity analysts considered the price high. 
Circa October 2005, Maruti continues 
to be India's largest car maker (it has sold 
262,406 cars in the first six months of 
2005-06; it earned revenues of Rs 13,734 
crore in 2004-05); it has a portfolio of 11 
brands, the largest among any company 
selling cars in India; it has a 54.5 per cent 
share of the market; it has plans to in- 
vest some Rs 6,000 crore over the next five 
years; and its stock is trading at a healthy 
Rs 558.10 as this article goes to press. 

If Jagdish Khattar, the company's man- 
aging director, looks happy (he does, es- 
pecially when asked about the competi- 
tion), it is because he has reason to be: in 
a six-year stint, he has overseen several suc- 
cessful launches, increased efficiencies and 
reduced costs, upgraded the dealer net- 
work, launched a successful used-cars ini- 
tiative, and been rewarded with another 
three-year term at the top for his efforts. 

Over the next five years, the com- 
pany plans to launch five new models; 
then, there is the new plant it is setting up 
through a Jv with parent Suzuki Motor 
Corp. that will eventually produce a quar- 
ter of a million cars a year. By 2007 
(which is when some of the new capacity 
will go on-stream), the company will 
make a serious play in the diesel car seg- 
ment, which constitutes around a fifth 
of the total car market (Maruti has an 
insignificant presence in this segment to- 
day). And taking a leaf from its own book 
(it worked closely with its large vendors to 
reduce costs and improve quality), the 
company, says Khattar, is “going to Tier- 
II vendors to improve the quality of the 
products they supply to Tier-I vendors 
and bring down costs". That should ad- 
dress the concerns of analysts such as 
Kalpesh Parekh of ASK Raymond James 
who believes that although Maruti is a 
*company to watch out for, its margins 
will continue to be under pressure". 
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© MIDAS COMMUNICATION TECHNOLOGIES 


Shirish Purohit/ Managing Director 


Bits To Gold 


HE TERM WIRELESS IN LOCAL 

| loop (WLL) may have entered 
public consciousness in the 

late 1990s with the fight between 
India’s CDMA and GsM lobbies, but it 
was actually popularised almost a 
decade earlier by a Chennai-based 
start-up. Midas Communication 
Technologies was the name of the 
company; it was founded by some 
alumni of the Indian Institute of 
Technology, Chennai, in associa- 
tion with the school’s TeNet Group 
(founded by Professor Ashok 
Jhunjhunwala, this has incubated 
several companies, including Midas); 
and it set out to license, a la 
Qualcomm, a technology called 
corDECT (where DECT stands for 
digital enhanced cordless telecom- 
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munications) that the good profes- 
sor had come up with. corDECT re- 
mains an ideal technology (for telcos 
and internet service providers) seek- 
ing to connect remote regions with 
a scattered population and although 
it never really took off in India 
(from a telecom mainstream point 
of view) it is quite popular in several 
Asian markets. Along the way, 
Midas has ventured into the manu- 
facture of corDECT equipment; it 
has also merged another TeNet in- 
cubated firm Banyan Networks (an 
early broadband technology firm) 
with itself. The company is hop- 
ing that Citius, its broadband tech- 
nology offering that allows com- 
panies to provide broadband 
through existing cable (television) 
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networks, will help it enter the big 
league (its current revenues are in 
the region of Rs 400 crore). With 
technology solutions for broad- 
band access through cable, DSL 
(digital subscriber line), even Wi- 
Max (Wi-Fi, over a much larger 
region, say an entire city), says 
Shirish Purohit, Managing 
Director, Midas, the idea is to 
“reach customers through every 
entry point”. India’s broadband 
policy envisages that the country 
will have 50 million broadband 
users by 2010. Those who believe 
that target is achievable will have 
no problems with Midas’ ambi- 
tions of becoming a $1-billion (Rs 
4,400-crore) company by 2010. 
NITYA VARADARAJAN 
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@ National Thermal Power Corporation 
C.P. Jain/ Chairman and Managing Director 


Power To The People 


HESE DAYS, EVERYONE WHO 

meets with C.P. Jain, the 

Chairman and Managing 
Director of NTPC, wants to know 
about the Dabhol Power Company 
(or Ratnagiri Gas & Power as it 
has been renamed), in which the 
public sector behemoth owns a 28.3 
per cent stake, and whose plant 
(which has remained shut for four 
years) it is trying to revive. The 
man himself is, quite frankly, 
amused. “In the context of our 
overall existing capacity (23,935 
MW) and future programmes (a dou- 
bling of capacity in the next seven 
years), Dabhol is just a 2,150-Mw fa- 
cility," he says, with the quiet con- 
fidence that comes with heading 
one of the world's 10 largest power 
generating firms. 

The correlation between eco- 
nomic growth and power genera- 
tion and consumption is a linear 
one, and if the Indian economy 
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continues to grow at an average of 
7.5 per cent-plus over the next five 
years, the country will need much, 
much more power than the 1.18 
lakh Mw it currently produces. That 
could explain NTPC’s capacity-dou- 
bling initiative that will see an in- 
vestment of Rs 90,000 crore over 
the next seven years. And thanks 
to an agreement hammered out be- 
tween the company, the Union gov- 
ernment, the governments of vari- 
ous states and the Reserve Bank of 
India (RBI) in April 2002 that con- 
verts outstanding dues of Rs 17,000 
crore from the State Electricity 
Boards (SEBs; most SEBs do not pay 
on time; some do not pay at all) 
into interest-bearing bonds, the 
company’s realisation has increased 
to 100 per cent from the 73 per 
cent it was at in 2001-02. 
Meanwhile, NTPC is doing what 
power companies all over the world 
are doing, diversifying its fuel mix 





(including a venture into nuclear 
power that should bear fruit by the 
turn of this decade, and an increased 
emphasis on hydel power that should 
kick in by 2008), striking long-term 
contracts to reduce the average cost 
of fuel and working towards ac- 
quiring its own coal mines (coal ac- 
counts for 86 per cent of its fuel 
consumption). At Rs 1.52 a unit, 
NTPC’s cost of power is among the 
lowest in the country and Jain admits 
that it will be a challenge to hold it at 
that level for long. “Last year, the 
overall price increase (we effected) 
was 5 paise,” he says. “The increase 
in fuel cost was 10 paise but we 
pruned 3 paise through efficiency-en- 
hancement measures (and another 
2 paise was cut by the regulator) 
When the CEO of a Rs 24,992-crore 
(overall revenues in 2004-05) com- 
pany speaks in terms of paise, you 


know you are on to a good thing. 
KUMARKAUSHALAM 
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@ RICO AUTO 


Arvind Kapur/ Managing Director 


Made For The World 


URGAON-BASED RICO AUTO IS IN THIS LIST NOT BEC- 
ause it is the largest supplier of components to 
Hero Honda Motors and Maruti Udyog. The 
Rs 598-crore group, which manufactures more than a 
dozen products like clutch assemblies, brake panels and 
wheel hubs, figures here for the global play it is gearing 
up for. “We are working on all major models being 
planned by some of the big global auto companies,” says 
Arvind Kapur, Managing Director, Rico, speaking to BT 
from Germany where he is visiting as part of a delega- 
tion from India’s Auto Component Manufacturers 
Association (ACMA). The delegation is to visit BMw the 
following day, he says, then Audi and Mann, and 
none of the three buys from Rico right now (others like 
Ford, General Motors, Cummins, Matsuka and Delphi 
do). “Our growth is going to come from exports,” 
gushes Kapur, indicating that exports will increase 
from 7.2 per cent of sales to a fifth by 2008 (by which 
time revenues will touch Rs 1,300 crore). “By being ex- 
port-driven, Rico is trying to derisk itself from an 
over-dependence on Hero Honda and Maruti,” says 
Piyush Parag, an analyst at Mumbai-brokerage Share- 
khan who, in a report he put out last month, issued a 
‘buy’ call on Rico, with a one-year price target of Rs 157 
(current price of stock: Rs 90.60 on October 14). 
SAHAD P.V. 
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@ STATE BANK OF INDIA 
A.K. Purwar/ CEO 


The Biggest 
Of There АП 


NDIA’S LARGEST COMMERCIAL BANK (DEPOSITS: RS 
3,76,141 crore till June 30, 2005), State Bank of 
India, is plagued by several ills that usually 
come with size or being government-owned. For 
one, its very size makes it difficult for the bank to be 
nimble. Then, constraints over how much it can pay 
its people ensure that it loses out to not just foreign 
banks but Indian private sector ones in the fight for 
talent. And mandatory lending to priority sectors 
and investments in rural areas means that it can 
never be driven purely by profit-considerations. 
Strangely enough, size, reach and government- 
ownership are the very things that make it the 
only bank in this year’s listing of 20 Companies to 
Watch.... Government-ownership (despite the said 
government's articulated stance of non-interference 
in the financial services sector) translates into cred- 
ibility, from the p.o.v of customers, partners and reg- 
ulatory authorities in countries where SBI is trying to 
establish a presence (it recently acquired a 76 per 
cent stake in Kenya's Giro Commercial Bank and 51 
per cent of Mauritius' Indian Ocean International 
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Bank). The bank's Chairman A.K. 
Purwar expects overseas operations 
to account for 15 to 20 per cent of 
SBI's profits in the next two years 
(they account for 5-6 per cent to- 
day). “Tapping into the savings of 
the growing and wealthy Indian 
population in countries of Asia and 
Africa is a good way to increase its 
business,” says a Mumbai-based an- 
alyst. And size (think 9,000 branches, 
51 offices outside India, 5,000 ATMs, 
and a net profit of Rs 4,304.52 crore 
in 2004-05) is the bank's core 
strength. *The large network, the 
huge customer base, the big balance 
sheet, all this allows SBI to increase its 
exposure to all kinds of businesses to 
keep the growth momentum go- 
ing,” says Rajat Rajgriha, a banking 
analyst and Head, Research, Motilal 
Oswal Securities. 

In many ways, 2006 could well 
be the year when it all comes to- 
gether for the 200-year-old bank 
and not because of the in-your-face 
advertising campaign it has just 
launched. The bank, its seven asso- 
ciates, and its eight non-banking 
subsidiaries (such as SBI Capital 
Markets, SBI Life Insurance and SBI 
Securities) stand to benefit from in- 
creased economic activity. And SBI it- 
self is almost unrecognisable from its 
earlier self: it has embarked on a 
large initiative to rr-enable most of 
its branches; it has created new busi- 
ness units that will focus on small 
and medium-sized enterprises, per- 
sonal banking, agriculture and gov- 
ernment, all segments that Purwar 
believes will be future growth en- 
gines. The bank has also created a 
Stressed Assets Management Group 
to monitor and maintain credit qual- 
ity of loans, improve credit ap- 
praisals and risk management prac- 
tices, and become more aggressive 
on recoveries. All these are part of 
Project Vijai, Purwar's gameplan to 
make SBI one of Asia's Top 5 and 
the world's Top 50 banks by 2008. 
That would be something. 

ASHISH GUPTA 


76 BUSINESS TODAY NOVEMBER 6 2005 


DEEPAK G.PAWAR 








e SYMPHONY SERVICES 
Gordon Brookes/ President & CEO 


The Techie’s Techie 


come from business analytics, one of the possible next big things 

(there are several) in the software industry. A technological 
probability, however, isn’t the reason for the company’s presence in this 
listing. Rather, a business reality is. The Indian rr services industry is built 
on the premise that the software that runs enterprises (a Wachowskian 
thought but one that is rapidly emerging the norm rather than the ex- 
ception) can be developed less expensively in countries such as India than 
in the places where these enterprises are based, say, the Us, Europe or 
Japan. Symphony has just extended that strand of reasoning to its 
logical end: the software that goes into (software) products can be de- 
veloped less expensively in India, and given the urgencies of the tech- 
nology marketplace, not too many software product firms may have the 
resources to develop captive facilities (read: owned offshore software de- 
velopment centres) in countries such as India. 

Are there companies that buy this logic? There are, and a listing of 
Symphony’s clients would include names such as Autodesk, Sapient and 
BMC (some also have captive facilities). “With an India plan becoming 
critical, companies do not want to waste time and money with their own 
centres, when companies like us can do it cheaper and faster,” says 
Gordon Brookes, President and CEO, Symphony Services. “In addition 
to pure labour arbitrage, companies outsource to gain flexibility, access 
to specialised skills and access to high-quality software development 
processes,” says Stephanie Moore, an analyst with Gartner, an IT con- 
sulting firm. “Although we have a significant operation in India, we've 
found it beneficial to employ a hybrid approach to augment our offshore 
development capabilities," adds Dayon Kane, Director and General 
Manager, Legacy Business, BMC Software. Brookes won't share 
Symphony's numbers, but claims the company has been growing at an 
average rate of more than 100 per cent over the past two years. That, 
and the fact that it is building a 5,000-seat campus in Bangalore seem to 
indicate that it is on to a good thing. 


To YEARS FROM NOW, A THIRD OF SYMPHONY’S REVENUES WILL 
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@ TATA STEEL 


B. Muthuraman/ Managing Director 


Good For The Next 50 


HE NEXT 50 YEARS WILL BE 
India's steel age. That's what 
B. Muthuraman, the Mana- 
ging Director of Tata Steel told this 
magazine a few months back, 
shortly after moving from Jamshed- 
pur, where Tata Steel is based, to a 
corner-office at Bombay House, the 
headquarters of the Tata Group in 
(where else?) Mumbai. The per 
capita consumption of steel, he 
added, would jump from 30 kg 
now to around 250 kg in 25 years 
and a whopping 300-400 kg in 50. 
In aggregate terms, that will mean 
steel consumption will increase from 
40 million tonnes currently to 250 
million tonnes by 2030 and 500 
million tonnes by 2050. 
Everything that is happening in 
India's steel sector (and a lot is) 
should be seen from this perspec- 
tive, Posco's proposed investment 
of $12 billion (Rs 52,800 crore) 
for a 12-million tonnes per annum 
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(mtpa) steel plant (by 2016) in 
Orissa, and Mittal Steel’s $9.3-bil- 
lion (Rs 40,920 crore) one for a 
12-тгра one (by 2009) in 
Chattisgarh. Tata Steel's proposed 
investment of $23 billion (Rs 
1,01,200 crore) over the next 10 
years to take its capacity from 7 
million tonnes now (including 2 
million tonnes that come from the 
acquisition of part of NatSteel's 
operations) to 35 million tonnes 
compares well with these numbers. 

Some of that money will go into 
upgrading the company's existing 
steel plants, and some into new 
plants in Iran, Bangladesh and other 
Asian countries. “India, thanks to its 
rich mineral resources, is a good 
location for producing iron and 
steel," says a Tata Steel spokes- 
person. "It will not be foreign com- 
panies only, even Indian compa- 
nies will expand." 

The company's manufacturing 





model (which the spokesperson 
describes as de-integrated) involves 
producing semi-finished steel close 
to the source of raw material and 
finished products closer to the 
markets. Not surprisingly, it has in- 
dicated that its acquisitions over- 
seas will largely be what are 
termed ‘downstream assets’ that 
can source steel from the com- 
pany's own plants and convert it 
into value added products. 

That's a model that finds favour 
with analysts. “This will help Tata 
Steel leverage its existing facilities in 
India and emerge as one of the 
cheapest suppliers of value-added 
steel products globally and eventu- 
ally emerge as a global steel ma- 
jor,” says Nirmalya Mukherjee, in- 
dustry analyst and editor of a lead- 
ing metal journal. Well, Tata Steel 
has always said it will eventually 
become a global company. 
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@ TEJAS NETWORKS 


s 

E Sanjay Nayak/ Managing Director 

. The Network Is It 

2o 

d HE DOTCOM BOOM, AND SUBSEQUENT BUST, N/ASN"1 

^ | just about dotcoms. Companies sprung up to fa- 
cilitate the creation and maintenance of high- 

S speed virtual highways. At one time, there were over 

P 200 optical networking companies feeding off the 

2 boom; then, the bust happened and most went under, 

P leaving behind a dozen survivors, including Bangalore- 

4 based Tejas Networks, The company тау have closed 


last year with just around Rs 47 crore in revenues but 
as Sanjay Nayak, its Managing Director points out, the 
R&D intensive products business Tejas is in has a long 
gestation period. There is more going for Tejas. Most 
of its revenues come from the domestic market (com- 
panies such as Railtel and Tata Teleservices are cus- 
tomers), and the Indian telecommunications market is 
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widely reckoned to be the most happening in the world. 
"The telecom boom in India has provided a local mar- 
ket with access to customers," says Nayak. And lever- 
aging the cost advantage and its R&D skills, Tejas hopes 
to forge alliances with global networking majors and 
equipment makers “who will find it more attractive to 
source products rather than develop it themselves", 
according to Nayak. That sounds almost too easy. 
RAHUL SACHITANAND 
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HERE HAS BEEN A SENSE OF PURPOSE (MENACE ACCOR- 

ding to rival car makers) to the way the world's most 

profitable car-maker, Toyota, has approached the 
Indian market through its subsidiary Toyota Kirloskar Motor 
Limited (ткм). First off, it chose not to launch a car, but a 
multi-utility vehicle (Muy), the breadbox-shaped Qualis that pro- 
ceeded to emerge the leader in its segment. Then, five years and 
1.42 lakh units later (a period when it quietly launched its of- 
ferings in the C and D segments, sedans Corolla and Camry), 
the company surprisingly announced that it was stopping 
production of Qualis and replaced it with a mini-van-like 
MUV, Innova, which has sold some 25,000-plus units to date. 
"The last 12 months have been exciting and challenging for us 
in India," says A. Toyoshima, Managing Director, TKML, re- 
flecting the understatedness that one has come to associate with 
the company. 

In March 2005, the company hiked production capacity at 
its Bidadi plant on Bangalore's outskirts to 60,000 units from 
40,000 units. It now plans to make India an auto-component 
hub for the global Toyota system with Toyota Kirloskar 
Auto Parts and, eventually, launch a small car to enter the 
largest segment of the Indian car market (70 per cent of the 
one-million plus cars sold last year in India is small cars). *Our 
target is to achieve 10 per cent market share by 2010," says 
Toyoshima. *We are evaluating various alternatives to achieve 
this growth and are looking at products in the volume segment 
to reach our goal." The company denies it, but the buzz in 
Bangalore is that TKML is looking out for another site for its sec- 
ond manufacturing facility. Twenty-two years after Toyota first 
entered the market through a joint venture with DCM to 
make light commercial vehicles, the Japanese major's story may 
finally be unfolding. 

RAHUL SACHITANAND 


@ UNITED SPIRITS 


Vijay Mallya/ Chairman 


The 20-year Single-minded Obsession 


HEN VIJAY MALLYA WALKED INTO WALLACE 
House on Kolkata's Bankshall street on 
September 21, and when he, later in the 
day, noted the event for posterity’s sake in his own hand 
(seen in inset; Mallya’s photograph, however, has 
been shot elsewhere), he had reason to be happy. 
After all, he was entering the HQ of a company he 
had first tried to acquire 20 years ago in 1985. 
Sentiment is a good thing. Then, in the noise about 
Mallya’s passion for all things fast, cars, yachts, race- 
horses, aircraft, his luxurious lifestyle and his reputation 
for throwing the best parties money can buy, it is easy 
to forget the fact that he is one smart businessman. And 
his extended celebration of the acquisition of Shaw 
Wallace may have more to do with what the company 
can do for his spirits business than anything else. 
While United Breweries, Mallya’s beer business, has 
always been a major player in its segment, McDowell’s, 
the flagship of his spirits business, never enjoyed the same 
cachet. The acquisition of Shaw Wallace and the earlier 
settlement with Kishore Chhabria over Herbertsons (it 
is finally Mallya’s alone) should change that. This year, 
the 10 companies that now constitute Mallya’s spirits 
business will sell around 65 million cases making it the 
second largest in the world (Diageo is the only player 
ahead of it), earn revenues of more than Rs 3,000 
crore, and control over 55 per cent of Indian market. 
And while some analysts have expressed concern 


that UB may have overpaid for some of 


its 


tions, Mallya doesn’t seem unduly perturbed 


Rs 1,300 crore he had to borrow from i 
Shaw Wallace deal alone. The man may h 
term plan for the spirits business that coi 


fears over money meaningless. The first step of t 


something he has already initiated, is the merg 


10 spirits companies (companies like M« 
Shaw Wallace Distilleries, Herbertsons, 
Distillers and Vintners, Phipson Distillery) i: 
tity, United Spirits. That done, he could wel 


same route he did with the brewing busines 
Breweries, which divested 17.5 per cent of its 


Scottish and Newcastle for Rs 217 cror 
company interested in an India play, a st 
ever small, in United Spirits should be wortl 
in gold. Mallya himself would rather not 
plans for the company (he refuses to speak ab 
sible divestment). *We will look at potent 
acquisitions to enhance our share in the glob 


he says. United Spirits may be #2 in the worl 


revenues (an estimated Rs 3,000 crore) 


spirits business earns. While it is likely 
way for some time, the booming Indian mar 
see United Spirits becoming the world's la 
company (by volume). 
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@VIMTALABS _ 
S.P. Vasireddi/ Chairman and Managing Director 


The Offshore Story 


HE SECOND WAVE OF INDIAN IT, THE ONE THAT 
started post 2000 (after the end of the onsite- 
heavy Y2K wave) was driven by what companies 

term offshore development centres (ODCs), essentially 
dedicated software facilities created by Indian rr serv- 
ices firms for their clients outside India. For instance, 
Satyam Computer Services would have an ODC for GE, 
another for Caterpillar, and still another for General 
Motors, among others, apart from its generic facility 
(think of it as something akin to a store-within-a- 
store). Vimta Labs is in the process of doing something 
similar in the contract-research space in pharmaceuti- 
cals; by 2006, it will have several customer-specific re- 
search labs up and running. *We are the first in the 
country to set up an RPO (research process outsourcing) 
hub," says S.P. Vasireddi, Chairman and Managing 
Director, Vimta. The process will cost Rs 50 crore, oc- 
cupy 200,000 sq. ft (all laboratory space) across 10.7 
acres in Genome Valley near Hyderabad, boast 40 
walk-in cold rooms, 80 safety hoods, a training school, 
a 5,000 sq. ft archive centre for samples and records, 
and a secure data centre and network managed by 
IBM that will provide remote access to clients. 
"Outsourcing is the name of the game and we have to 
have systems in place (to facilitate that),” says Vasireddi. 
"(At the same time) we have to have a molecular re- 
search focus," he adds. If the man's plans fructify, 
Vimta, which posted a net profit of Rs 14.1 crore on a 
total income of Rs 52.5 crore in 2004-05, could realise 
his goal of figuring “among the top 10 contract research 
and testing organisations in the world by 2010". And to 
think Vimta began life as a single-bench analytical lab. 
E. KUMAR SHARMA 
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@WNS = 
Neeraj Bhargava/ Group CEO 


Third-party Troubadour 


HEN BRITISH AIRWAYS SOLD A MAJORITY 

stake in its captive business process out- 

sourcing (BPO) operations in India to pri- 

vate equity behemoth Warburg Pincus in mid- 
2002, not too many people paid too much attention 
to the deal. It was only in 2003-04, when the com- 
pany declared revenues of over $111 million (Rs 
499.5 crore at the then exchange rate), making it the 
largest third party BPO in the country, that people sat 
up and took notice. In 2004-05, with income from 
segments such as insurance and healthcare kick- 
ing in, the contribution of travel services that once 
accounted for all business of wNs declined to 49 per 
cent (on revenues of $163 million or Rs 717.2 
crore). “The bottom line is that you just have to go 
out there and get the customers; there is simply no 
other answer,” says Neeraj Bhargava, Group CEO, 
wns. “We leveraged the fact that as a captive, WNS 
had sophisticated processes that helped us bag a lot 
of non-voice work, which accounts for over 80 
per cent of our business.” That’s significant, given 
that most BPOs in India still bank on voice revenues. 
The company may have had size on its side; it was 
smaller at the time of transition from a captive to a 
third-party BPO, unlike, say GECIS (now Genpact). 
WNS' big thrust, Bhargava says, will be in financial 
services, which currently accounts for 5 per cent of 
revenues. Sometime in 2006, WNs will make a pub- 
lic offering in the Us, UK or India. Investors must be 
hoping it is the last. With Warburg Pincus' earlier 
track record on taking companies public (think 
Bharti Tele-Ventures), this one needs to be watched. 
PRIYA SRINIVASAN 
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AppLabs Technologies 

The software testing company was selected 
by Red Herring magazine as one of the 100 
most promising technology firms in Asia. 


Bharat Biotech 

After many firsts, like a recombinant 
vaccine for Hepatitis B, it has launched a 
product called Regen-D, a path-breaking 
therapeutic for diabetic foot care, burn 
injuries and skin grafts. 


Bharti Tele-Ventures 

When we featured Bharti last year, it was 
the country’s second-largest mobile 
telephony firm after Reliance Infocomm. 
Now it is the largest with 14 million 
subscribers (of a total of 65 million). 


Share price on December 3, 2004: 
Share price on October 14, 2005: 


BHEL 

The power equipment manufacturer's order 
book is full for the next two years, with 
orders worth some Rs 32,000 crore. 


Share price on December 3, 2004: 
Share price on October 14, 2005: 


Cognizant 

The Nasdaq-listed IT solutions company, 
which already employs 23,000, was a late 
entrant into the Indian tech space, but 
analysts like Forrester Research think it has 
already broken into Tier |. 


eClerx 

In July this year, Yankee Group named this 
Mumbai-based boutique BPO as a best-of- 
breed pricing services provider in a report 
on Price Management and Profit 
Optimisation (PMPO) Solutions. 


Gokaldas Exports 

The Bangalore-based garment 

exporter went in for an IPO 

only in March this 
year, and has 
already 
earned 'out- 
performer’ 
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status from brokerages like Enam Securities. 


Share price on October 14, 2005: 
(listed on April 27, 2005) 


Hical Magnetics 

The outlook continues to be bright for this 
magnetic component-maker. India is on 

its way to become a hub for manufacturing 
of telecom products. 


Hughes Software Systems 

(now Flextronics Software Systems) 
The company has positioned itself as a 
single-point software vendor for telecom 
equipment makers. 


Share price on December 3, 2004: 
Share price on October 14, 2005: Rs 697 


ICICI Bank 

The bank is planning to raise $1.7 billion 
(Rs 7,480 crore) by issuing fresh equity. 
India's largest private sector bank is 
growing at a tremendous pace. 


Share price on December 3, 2004: Rs 353.4! 
Share price on October 14, 2005: R 


ITC 

Foods, hotels and garments promise to be 
the next big things for it. And its rural initia- 
tive e-choupal continues to grow in strength. 


Share price on December 3, 2004: R 
Share price on October 14, 2005: Rs 


L&T 

The engineering and construction giant 
should benefit from the boom in 
infrastructure and construction. 


Share price on December 3, 2004: Rs 9‘ 
Share price on October 14, 2005: R | 


Matrix Laboratories 

It has made a string of foreign acquisitions 
in a span of six months and looks set to 
enter pharma's Tier І. 


Share price on December 3, 2004: Rs 192.09 
Share price on October 14, 2005: Rs 177.55 


Pantaloon Retail 

India's home-grown Wal-Mart is going 
strong, adding new divisions to its existing 
business and new formats such as Home 
Solutions Retail India Limited (HSRIL). 


Share price on December 3, 2004: Rs 5 
Share price on October 14, 2005: 






Pricol 

The Coimbatore-based auto-comp maker 
is entering the business of information 
technology consulting and services. 


Share price on December 3, 2004: | 
Share price on Octoher 14, 2005: F 


Solectron Centum 
The contract manufacturer is looking at the 
defence and aerospace markets. 


Share price on December 3, 2004: 
Share price on October 14, 2005: | 


Suzlon Energy 

With tax-benefits on wind-power genera- 
tion continuing, the company is on solid 
ground. It's recent IPO was a sell-out. 


Tata Power 

The company is gradually expanding its 
business outside the Mumbai licence area, 
in generation, distribution and trading. 


Share price on December 3, 2004: 
Share price on October 14, 2005: 


TCS 

An 81 per cent jump in net profit to Rs 620.32 
crore for the quarter ended September 30, 
2005, hasn't disappointed analysts. 


Share price on December 3, 2004: 


Share price on October 14, 2005: 


VSNL 

India’s bandwidth king acquired 

Tyco Global Network and Teleglobe, 
strengthening its position on the wholesale 
side for traffic into and out of India. 


Share price on December 3, 2004: R 
Share price on October 14, 2005: | 


Companies without share prices are unlisted 
Share prices have been adjusted for splits and 
bonuses wherever applicable 


HOW THE 20 COMPANIES TO WATCH IN 


2004 HAVE PERFORMED 


urobindo Р! 
It's affected by t 


Share price on Û 


Bajaj Auto 
New prod 


Share price on Ja 


Dare : 


se OCUSS 

improving qualit 

irms like Tata C 
&T. 


company is in for a long haul. 


- Share price on January 1, 2004: Rs 1,593.3 


Share price on October 14, 2005: Rs 1,432.85 


Indecomm Global 

It's expecting 150 per cent growth in 
topline in 2006-07 and has opened two 
more facilities, in Bangalore and Mysore. 


Indian Oil Corp. 

The country's largest refiner has been in 
trouble ever since crude oil prices started 
going through the roof. 

Share price on January 1, 2004: Rs 

Share price on October 14, 2005: RS 4 


Ittiam Systems 

Received $6.5 million (Rs 28.6 crore) fund- 
ing from Banc of America Equity Partners; 
plans an IPO by 2008. 


Micro Inks 

Its backward integration strategy has paid 
off. Despite a rise in inputs costs, net profit 
rose by 155 per cent to Rs 66 crore. 

Share price on January 1, 2004: Rs | 682.10 
Share price on October 14, 2005: Rs 649.15 


MosChip Semiconductor 


Still making losses, the firm's big moment 
is yet to come. However, it remains a seri- 
ous chip-design play. 

Share price on January 1, 2004: Rs 66.1 
Share price on October 14, 2005: Rs 46 


The company’s BPO business has shown 
less than expected growth, but its IT serv- 
ices business seems to have stabilised. 
Share price on January 1, 2004: Rs 383.30 
Share price on October 14, 2005: Rs 256.60 


Nalco 

Its topline grew by 32 per cent over 
2004-05, thanks mainly to rising prices 

of alumina. 

Share price on January 1, 2004: Rs 198.90 
Share price on October 14, 2005: Rs 171.80 


Sami Labs 

It's targeting a turnover of Rs 470-490 
crore by December. An R&D tie-up 
with the Malaysian government for 
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Asian Paints 

The global (it operates in 23 countries) 
paints major is consolidating its gains. 
Share price on January 10, 2003: Rs 221.14 
Share price on October 14, 2005: Rs 493.85 


Avestha Gengraine Tech 
The Bangalore-based biotech research firm 
remains a hothouse but needs time to 


"translate that into a commercial play. 


Biocon 
Its Rs.300-crore IPO was a success; struck 


a JV with Nobex to develop Ога! Insulin, 


and launched Insugen, a bio insulin. 
Share price on April 7, 2004: Rs 484.35 


Share price on October 14, 2005: Rs 493.60 


Cipla 

The company ended GlaxoSmithKline's 28- 
year reign to emerge the leading player in 
the domestic retail pharmaceutical market 
for 2004 (according to ORG-IMS). 


Share price on January 10, 2003: Rs 188.50 
Share price on October 14, 2005: Rs 367.85 


Daksh 

A third party BPO, Daksh became IBM 
Daksh after it was sold to IBM for Rs 750 
Crore in April 2004. 


Dr Reddy's Labs 


It has transferred its research risks to a 
new company Perlecan Pharma, formed 
with the help of Citigroup Venture Capital 
and ICICI Venture. 


Share price on January 10, 2003: Rs 986.10 
Share price on October 14, 2005: Rs 905.15 


Gujarat Ambuja Cements 

The outlook for the cement sector is look- 
ing good; cement prices are also set to go 
up by at least 5 per cent. 


Share price on January 10, 2003: 
Rs 22.1 
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Essel Propack 

The company had 11 plants when we pro- 
filed them in 2003; today it has 20 manu- 
facturing sites spread across the globe. 


Share price on January 10, 2003: Rs 180.20 
Share price on October 14, 2005: Rs 366.10 


HDFC Bank 

In a decade of its existence, the bank has 
built up more than 500 branches spread 
across 220 cities. 


Share price on January 10, 2003: Rs 214.65 
Share price on October 14, 2005: Rs 658.25 


Hero Honda 
It still remains the #1 two-wheeler maker 
with 50 per cent market share. 


Share price on January 10, 2003: Rs 250.50 
Share price on October 14, 2005: Rs 689.05 


Hindalco 

The company has acquired mines in 
Australia, and signed up with the govern- 
ments of Orissa and Jharkhand to set up 
alumina and aluminium facilities. 


Share price on January 10, 2003: Rs 59.15 
Share price on October 14, 2005: Rs 132.40 


i-flex 
The company was acquired by Oracle in a 
deal worth $909 million (Rs 3,999.6 crore). 


Share price on January 10, 2003: Rs 394.20 
Share price on October 14, 2005: Rs 914.30 


Infosys 

Its topline has already crossed $1 billion 
(Rs 4,400 crore) in the first six months of 
this fiscal. So, there! 


Share price on January 10, 2003: Rs 1,109.03 
Share price on October 14, 2005: Rs 2,600.80 


Moser Baer 

The world's third largest optical media 
storage manufacturer is facing margin 
pressures in the highly commoditised 
business. 


Share price on January 10, 2003: Rs 91.72 
Share price on October 14, 2005: Rs 208.50 


Kshema Tech 

When we profiled Kshema in 2003, the 
company’s then CEO Anant Koppar had 
said the company would be a $100 million 
(Rs 460 crore then) entity by 2005. 
Kshema, however, was acquired by 
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Mphasis for $21 million 
(Rs 92.4 crore then) in April 2004. 


ONGC 

It has doubled its turnover from Rs 23,238 
crore to Rs 48,368 crore in the last three 
years; aims to become a $50-billion (Rs 
2,20,000-crore) company in the next five 
years; and is entering LNG (regasification), 
petrochem, power and shipping businesses. 


Share price on January 10, 2003: Rs 371.90 
Share price on October 14, 2005: Rs 992.25 


Ranbaxy 

Its generics play has been at the receiving 
end (thanks to litigation), but that is likely a 
transitory phase. 


Share price on January 10, 2003: Rs 313.88 , 
Share price on October 14, 2005: Rs 442.95 


Reliance Industries 

Flagship Reliance Industries is now con- 
trolled by elder brother Mukesh Ambani 
(and subsidiary Reliance Infocomm has 
been spun off and given to younger brother 
Anil). Mukesh is now looking to enter new 
businesses like retail. 


Share price on January 10, 2003: Rs 297.50 
Share price on October 14, 2005: Rs 763.60 


Shantha Biotechnics 

The Rs 40-crore company recently 
launched Shanpoietin for the treatment of 
renal failure. 


Wipro 

The company’s high-profile Vice Chairman, 
Vivek Paul is out and Chairman Azim Premji 
is playing a more active role, but 

otherwise, it is business as usual. 


Share price on January 10, 2003: Rs 253.54 
Share price on October 14, 2005: Rs 385.35 


Companies without share prices are unlisted 
Share prices have been adjusted for splits and 
bonuses wherever applicable 





LASER-QUALITY PRINTS © R:.1 
WITH HIGH VOLUME PRINTING. 


THE NEW HP BUSINESS INKJET 1000 PRINTER 














The new HP Business Inkjet 1000 Printer gives you excellent laser-quality black text prints at just 
Re.1 per page. With the printing cost of a black text document up to 15% lower than that of a mono 
laser printer’. And with print speeds comparable to that of a laser printer, easy-to-use functions and 

optional network capability, its been designed to achieve high quality colour prints and high volume 


jı_ printing. I! gives you the best of both worlds - cost-effective monochrome and impressive ce 








What's more, you can exchange any old inkjet printer and save up to Rs. 1,000* *. So, why wait? 
y g ) jet p р 
Get the new HP Business Inkjet 1000 Printer today! 


SPencerLAB 


COST PER PRINT TESTED 


www.spencerlab.com SMART ADVICE > SMART TECHNOLOGY > SMART SUPPORT 


3030 4499 (from Mobile) or 
1600 425 4999 (from MTNL/BSNL line) 
www.hp.com/in 


in.contactihp.com 


Dial-a-cartridge: 3030 4499 or 1600 425 4999. "Est. street price, taxes extra. Tests conducted by the independent research company, SpencerLab Digital Color Laboratory, showed the cost of ink wher printing black text ® 
capacity individual ink cartridges, as used in the HP Business Inkjet 1000 printer, may be as much as 15% less than the cost of toner when printing with a black-and-white laser printer. For more information, go to www ape 1 
was commissioned by HP. "Conditions apply. For details visit www.hp.com/in/promotions. ©2005 Hewlett-Packard Development Company, LP. e 


consumer electronics 


LG's Kim: Life is definitely 
3 good in India 





It’s already by far the biggest consumer electronics player in 
India. But the Korean giant is talking of $10 billion in revenues 
by 2010. Can it do it? ARCHNA SHUKLA 
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HE KOREAN CONSUMER 
electronics giant that 
has been creating rip- 
ples across the world in 
the past few years is 
Samsung. According to Interbrand, 
a global brand consultancy, Sam- 
sung’s brand value shot up an asto- 
unding 186 per cent in the past 
five years to $14.9 billion (Rs 
65,560 crore) in 2004. Samsung 
ranked 20th, well ahead of the 
venerable Japanese giant Sony 
(ranked at 28th) in Interbrand's top 
100 global brand ranking for 2005. 
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Samsung’s compatriot and the main 
rival globally, LG, was at a distant 
97th position, its brand being valued 
at a measly $2.6 billion (Rs 11,440 
crore). Not only that, Samsung’s 
global sales at $56 billion (Rs 
2,46,400 crore) were also 47 per 
cent higher than LG’s $38 billion 
(Rs 1,67,200 crore). 

That's the global story. Zoom 
into the Indian market and it's a 
totally different tale. Here, it's LG 
that rules the roost. There is no 
Indian version of Interbrand's brand 
survey to validate the point, but if 


consumer preference and sales acr- 
oss product categories are any ind- 
ication, LG is a clear market leader, 
accounting for around 26 per cent 
of the Rs 25,000-crore Indian con- 
sumer electronics industry. Besides, 
it leads each and every major cate- 
gory and sub-category of around 
half-a-dozen businesses, including 
refrigerators, televisions, washing 
machines and microwave ovens, 
that it operates in (see LG All The 
Way). “The aggression that LG India 
has unleashed in the past four to five 
years (it spends 5 per cent of its 


LG ALL THE WAY 


The Korean company is way ahead 

















of its rivals in all the key segments. total turnover on advertising and promo 
® tions) on the brand communication front, has 
درم‎ amusa VALENS ch more relatable name in indio now 
COLOUR TV than any of its competitors,” says Harish 
з 266 SS оог, cro, Harish Bijoor Consults, а 
joor, CEO, Harish Bijoor Consults, 
SAMSUNG 13.7 15.3 Banglore-based marketing consultancy 
ONIDA 11.1 11.5 Th aga ibn paid P2 
hat’s a feat LG has accomplished in a 
CONVENTIONAL CTV span of only eight years, When it first entered 
LG 26.6 27.9 the Indian market in 1993, LG used to be 
SAMSUNG 7.6 8.8 known as Lucky Goldstar, a descendant of a 
ONIDA 112 12.9 47-year-old Korean enterprise that began 
with the manufacture of cosmetics, with a 
/ FLAT CTV flagship product called Lucky Cream. It 
LG 26.5 . 2441 formed a joint venture with a local elec 
SAMSUNG 21.3 20.2 tronics firm Bestavision as foreign investment 
SONY 12.3 16.7 norms then didn't allow independent foreign 
ERAT ventures. The company (the name was 
86 OR 28.9 292 changed to LG in 1995) became a 100 per 
WHIRLPOOL 24.0 24.7 cent subsidiary of its Korean parent imme 
GODREJ 16.4 15.5 diately after the restriction was lifted in 
i 1997. There has been no looking back 
FROST FREE since then. 
L Soa. 31.6 “India has been a success story for us. In 
WHIRLPOOL 21.2 21.8 the past eight years, we have grown not 
GODREJ 14.8 13.7 only in terms of turnover, but also in terms 
| of our brand awareness, recall and acc 
| ere ERR 273 СТБ oe us pee Ro се нара 
ctronics India. ds VP, sales, Girish Kao 
кезун au == “Оп an average, we have grown 30 per 
cent year-on-year in the past eight years 
WASHING MACHINE against the industry average of 10 per cent.” 
LG 83.1 33.8 On an overall basis, LG currently enjoys a 
SAMSUNG 14.4 13.8 29.4 per cent share (by volume) in refriger 
WHIRLPOOL 14.1 14.8 ators, 26.5 per cent in colour Tvs, 35.8 per 
cent in washing machines and 38 per cent in 
FULLY AUTOMATIC microwave ovens. After its state-of-the-art 
oa ex c manufacturing facility at Greater Noida in UP, 
WHIRLPOOL 14.8 154 е built in 1998 with = investment 
of Rs 500 crore, it set up another factory in 
SEMI AUTOMATIC Ranjangaon near Pune last year where it 
LG 5.5 37.2 will invest Rs 900 crore over the next thre 
VIDEOCON 16.0 14.6 years. The new factory has been manufac 
SAMSUNG 15.1 15.5 turing mobile phones along with all other 
consumer electronics products since October 
MICROWAVE OVEN 2004. The company has already eked oi 
LG 36.0 39.5 per cent share in the GSM handsets business 
SAMSUNG 19.6 19.1 LG's turnover has grown at a scorch 
ELECTROLUX 8.8 6.3 ing 5,100 рег cent from Rs 125 crore in 
ALON 1997 to Rs 6,500 crore in 2004—som« 
5 —— 23.9 23.5 thing that even its competitors marvel at. “Т: 
| PHILIPS 23.5 24.3 LG goes the credit of bringing life back to 
1 ONIDA 11.4 1125 lacklustre consumer electronics sector ii 
MS": Market share Source: ORG India. Besides growing itself, LG has grown 
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the overall market,” says T.K. 
Banerjee, CEO, Haier, the Chinese 
consumer electronics company. 


Mass Market Leader 

But, not all competitors acknowl- 
edge Kim and his team’s business 
acumen. The Korean giant is most 
often accused by its rivals for having 
played the game the wrong way. 
“LG introduced unsustainable price 
points in the market. It owes it suc- 


. cess to its mass-market strategy,” 


says the chief executive of a top 
company. His argument finds an 
echo in Samsung India’s Deputy 
MD Ravinder Zutshi’s assertion. “LG 
is a leader only in mass categories, 
whereas all the premium segments 
are ruled by Samsung.” 

Some even lay the blame for 
the debacle of several established 
players on LG’s aggressive pricing 
strategy. Indeed, companies like 
Voltas and BPL faced difficulties in 
the last couple of years; the latter 
slipped into heavy losses (Rs 268.3 
crore for the 18-month ended 
March 31, 2005) after its Tv-man- 
ufacturing business went bust even 
as LG’s TV business was gathering 
pace. But LG refutes such allegations. 

“Even today, there are more 
than half-a-dozen brands that are 
priced 15-25 per cent lower than 
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In eight years, LG has grown its 
revenues more than six times. 





1997 1998 1999 2000 2001 2002 2003 2004 2005 2010 


Figures in Rs crore — *Targeted revenues 


our products,” says Girish Bapat, УР, 
Marketing, LG, pointing to home- 
grown player Videocon’s Sansui 
and Akai brands. Experts maintain 
that prices in Indian market were 
traditionally higher than other 
global markets and that deterred 
the growth of the industry to a 
large extent. “Consumer electronics 
products couldn’t move beyond 
metros and class A towns because 
the masses simply couldn’t afford 
them,” says Arvind Singhal, chair- 
man, KSA Technopak, a manage- 
ment consulting firm. 

The scenario changed after LG, 
with its low-priced products, forced 


its way into rural markets. Some 
experts maintain that the premium 
product categories, which are still 
quite steeply priced, will also have 
to go the same way. “To ensure a 
consistent growth and a better pen- 
etration, players will have to scale 
down the prices of niche products 
and introduce new variants in mass 
categories at a much faster pace,” 
says Ігеепа Vittal, Principal, 
McKinsey India. 

Meanwhile, LG’s go-rural 
strategy has paid off in many 
ways. “It helped the company in 
achieving economies of scale. 
Hence, it could afford to reduce 
its prices, and push the sales fur- 

ther,” says Singhal. 

According to Rao, LG, on an av- 
erage, generates more than 50 per 
cent of its total turnover from rural 
markets, whereas the industry ave- 
rage still is 70:30 in favour of urban 
markets. In fact, the Korean chaebol 
has one of the biggest rural distri- 
bution networks in the country. It 
has 72 remote area offices reporting 
to 86 central area offices, who fi- 
nally report to 47 branch offices. 
Each of these offices has ind- 
ependent customer servicing, mar- 
keting and sales teams, which offer 
consumers tailor-made solutions. 

*Unlike other MNCs, who come 
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Samsung's Zutshi: 15 not ready to give ground; says LG 
is leader only in mass categories 


to India because it is another hap- 
pening market, LG has shown de- 
termination to be a long-term 
player,” says Bijoor. “Its commit- 
ment is reflected in heavy invest- 
ments made in state-of-the-art man- 
ufacturing facilities, distribution 
network, communications and the 
keenness to strike a direct rapport 
with consumers,” adds Singhal. 


Big Ticket Spender 

LG hasn’t skimped on advertising 
and marketing either and has inv- 
ested heavily in cricket, despite 
the sport being one of the most 
expensive properties for marketers. 
LG spent around Rs 250 crore on 
buying the sponsorship rights of 
two World Cups and three 
Challenger Trophies in 2002 from 
the International Cricket Council. 
It also has an array of stars like 
Sourav Ganguly, Srikant, Sunil 
Gavaskar and Yuvraj Singh as its 
brand endorsers. *Cricket helps 
in cashing in on the emotional 
bond the sport has with Indian 
consumers," says Bapat. 

It certainly has been good going 
for the Korean giant so far, but 
now the competition is stirring alive. 
“LG thrived all this while because 
there was no serious competition in 








Videocon's Dhoot: Attributes LG's success to lack of 


petition; is now ready to give it a run for its money 


the market; some of the top brands 
were either lying dormant or were 
consolidating their position," says 
Venugopal Dhoot, Chairman and 
MD, Videocon. He asserts that his 
company, with renewed vigour 
gained from the recent deals with 
Thomson and Electrolux (see 
Business Today, dated July 31, 
2005, The Great Gambler) and sur- 
plus cash from the group's oil busi- 
ness of Rs 700 crore, will soon give 
LG a run for its money. 

Meanwhile, others like Mirc 
Electronics (which owns the Onida 
brand) and Whirlpool have also 
got their act together, while 
Samsung and Godrej are firming 
up their expansion plans. If BPL’s 
proposed Rs 1,400-crore restru- 
cturing plan sees the light of the 
day, it will be another player to 
contend with. Is LG ready to take on 
the new challenges? 

“More than ready," says the trio 
of Kim, Rao and Bapat. Unlike all 
the other players (Samsung is an 
exception), it has an extended pres- 
ence in all product categories, which 
gives it a broader scale. It is also 
exploring new areas of growth. 
While Samsung is gradually entering 
the mass segment, LG is pursuing 
the premium route. It has set up 


75 exclusive LG galleries for hig) 


end products like Dios refrige: 
tors (priced Rs 50,000 and al 
Whisen range of wall-mounted А 
(Rs 50,000 and above), X-Car 
plasma screens (Rs 1 
above) and also aims to boost it 
product portfolio. A DVD wr 
plant in Ranjangaon, with an 
vestment of around Rs 300 cror: 
already on its way. LG expects tl 
categories to contribute 10 per « 
to its total revenue soon. 

It may have had to cut its 2 


lakh i 


1 
I 


projections (see Slowdown In Dura 


ble...), but Kim and his team sa 


that they are well on their wa 


meet their 2010 target of becoming 
a $10 billion (Rs 44,000 crore 
company in India. Rivals chortle 


that such an ambition is a pij 


dream and cite projections tha 


the entire Indian consumer elec 
tronics industry (now valued at Rs 


25,000 crore) will probably be just 


Rs 40,000-45,000 crore by tl 
Would LG then become bigge 

the industry itself? Kim and 
team may well draw attention t 


past—when LG India grew 52 times 


in eight years. Or they could point 
to the company’s pithy slogan 


“Life is Good”, and simply 
that it is getting better! a 
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Betting on backroom boys: Flextronics hopes to cash in on India's strengths in design and software services 
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Heralding A Hardware Boom 


Flextronics, the world’s largest EMS player, has invested $1 billion 
(Rs 4,400 crore) in India. Others of its ilk have also come in. Can 
India become a hardware export hub a la China? VENKATESHA BABU 


HE MOTOROLA PHONE, 
or Dell notebook, or 
Palm handheld you buy 
may not necessarily 
have been manufac- 
tured by the company whose brand 
name it sports. Welcome to the 
world of EMs (electronic manufac- 
turing services). Outsourced manu- 
facturing is not a new phenome- 
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non. China and Taiwan have prac- 
tically built their economies on this 
platform. India, which has estab- 
lished itself as a software and services 
powerhouse, is now trying to make 
its mark in this space. Can it? 

The world's largest EMs player, 
the Singapore based $15.9-billion 
(Rs 69,960-crore) Flextronics is bet- 
ting that India's strengths in design 


and software services will enable it to 
emerge as a big EMS player. Over 
the last 12 months, it has invested in 
excess of $500 million (Rs 2,200 
crore) to acquire or invest in Indian 
companies that fit into its global 
plans. Says Mike McNamara, coo 
and CEO-designate, Flextronics: “All 
our moves are carefully calibrated. In 
a business where margins are wafer 


thin (3-4 per cent), we make in- 
vestments only after studying the 
market. And unlike original 
equipment manufacturers (OEMs), 
we go where our customers want 
us to be.” Therefore, India! 
Other EMS providers like 
Solectron, Jabil Circuits, Elcoteq 
and Celetronix have also estab- 
lished operations here. 

The explosion in the Indian 
telecommunications sector is pri- 
marily responsible for this sud- 
den burst of attention. According 
to Gartner, 21 million mobile 
phones were sold in India in 2004; 
this will increase to 34 million in 
2005. China and India will 
together account for nearly 200 
million units in 2007. And by 
2009, the Indian market is 
expected to surpass China's, with 
sales of 139 million cellphones. 
Little wonder that the country is 
looking so alluring. 

Henry Gilchrist, APAC Director 
(Business Development), Elcoteq 
Asia, another leading EMs provider 
that has invested $100 million (Rs 
440 crore) in India, says: *More 
than 75 per cent of the telecom 
equipment in India is imported. 
The country has proven capabili- 
ties in software and hardware 
design; this can easily be lever- 
aged to support the EMS industry. 
India is where our customers want 
to be. It has, therefore, become an 
extremely attractive location for 
manufacturing." 

The Government of India is 
taking measures to encourage EMS. 
It has imposed a 4 per cent special 
additional duty on all imported 
handsets, thereby providing a 
boost to domestic manufactur- 
ing. The EMS industry is also being 
allowed to import capital goods, 
components and consumables 
sans any import duties. Says 
Sridhar Mitta, an IT industry vet- 
eran and CTO of e4e: *A pure 
price play is a fleeting and tem- 
porary advantage. EMS players 
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must offer innovative designs to 
reduce costs. This is more sus- 
tainable over the long run." 
That, precisely, seems to be 
Flextronics' strategy in India. Its 
acquisitions of design companies 
like Deccanet and Emuzed, and 
software services players like 
Hughes Software Systems and 
Future Software will generate 
huge savings at the back end and 
cushion its margins. Globally, 
Flextronics leverages its back-end 
competence by designing, man- 
ufacturing and delivering cell- 
phones for 33-50 per cent of the 
price that end users typically pay. 
And this is working for it in a 
global market where electronics 
and telecom companies are look- 
ing to specialise as pure marketing 
and strategy outfits, increasingly 
leaving design and manufactur- 
ing to third party outfits like itself. 
Cumulatively, Flextronics has 
invested over $1 billion (Rs 4,400 
crore) on a 17,000-square feet 
manufacturing facility in 
Bangalore, a 4,000-sq. ft unit in 
Pondicherry, hardware design 
centres in Bangalore, Chennai 
and Gurgaon, and on the acqui- 
sitions and investments it has 
made in India. It manufactures 
optical networking equipment, 
telecom handsets and switches 
for customers like Tejas 
Networks, Motorola and Nortel 
at these facilities. On October 6, it 
announced plans for another 
$100-million (Rs 440 crore) man- 
ufacturing site, this time in 
Chennai, which will manufacture 
phones not only for the domestic 
market, but also for global cus- 
tomers. *We notice that India's 
domestic market is maturing rap- 
idly; so, having a local manufac- 
turing presence makes sense," says 
Vijayan Chinnasami, Vice 
President for Malaysia & India 
at Flextronics. *Our main objec- 
tive at this moment is to cater to 
the Indian market; in future, 
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“India’s Components 
Supplier Base Is Weak” 


HE 47-YEAR-OLD MICHAEL 

McNamara, СОО and CEO-des- 
ignate (he'll take over in January 
2006), of the $15.9-billion (Rs 
69,960-crore), Singapore-based elec- 
Flextronics is gung-ho about India. 
In a chat with Business Today’s 
Venkatesha Babu, he outlines the 


EL. strategy for India. Excerpts: 


* Flextronics has invested more than 
E $500 million (Rs 2,200 crore) over 
: the last 12 months іп half-a-dozen 
Indian companies. Is there a grand 
strategy behind the exercise? 
Flextronics has made significant 
acquisitions and investments in the 
services, hardware manufacturing 
and software design spaces. But 
there is no grand strategy—indi- 
vidual deals are based on what fits 
us and what we require. 


You are setting up a third facility in 
Chennai. Please talk us through this? 
We to invest around $100 
b million (Rs 440 crore) on the 
EC Chennai plant, which will offer ver- 
EC tically integrated services, including 
E. plastic injection moulding, printed 
integration, distribution, logistics 
and repair services. 


` Do you plan to use India as an EMS 


supplier base is 
very weak here. India will 
have to overcome several in- 
frastructural challenges if it 
wants to emerge as an EMS 
export powerhouse like China. 
Our intention is to marry 
India's software and design 
strengths with China's man- 
„ ufacturing muscle to of- 
fer our customers com- 
plete solutions. 
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though, our Indian manufacturing 
plants will probably become part 
of our global supply network,” 
he adds. Flextronics has recently 
signed a deal with Galaxis Sale, a 
German company, to make seven 
lakh set-top boxes for cable, satel- 
lite and terrestrial television plat- 
forms. These will be made at its 
Bangalore facility, which it 
acquired from telecom giant 
Motorola in 2000. 

According to Ernst & Young 
estimates, the EMS market in India 
could grow to Rs 20,000 crore 
in the next five years, from Rs 
3,800 crore now. “We’re not talk- 
ing millions anymore when we 
talk about the Indian contract 
manufacturing market,” says 
Adam Pick, Senior Analyst for 
EMS and ODM Services at iSuppli, a 
market research outfit that spe- 
cialises in the tech space. “It’s 
already in the billion-dollar league. 
That is very appealing to a busi- 
ness manager from any node of 
the electronics supply chain.” 

Sanjay Nayak, CEO of Tejas 
Network, an optical networking 
company that provides network- 
ing solutions, believes that the ar- 
rival of Flextronics and other EMS 
providers signals the beginning 
of a hardware boom in India. 
“The entire ecosystem for hard- 
ware will be in place over the 
next three-to-five years,” he says. 
Going forward, Nayak says com- 
panies like Flextronics will defi- 
nitely use India as a hedge against 
the risk of placing all their eggs in 
the China basket. 

But infrastructure bottlenecks 
remain a major concern in India. 
Another worrying trend for 
Flextronics is the weak compo- 
nent supplier base. Says 
McNamara: “If India is to emu- 
late China’s EMS exports story, 
it will have to get two things 
right—an efficient components 
supplier base and infrastruc- 
ture.” (See “India’s Components 





“In future, our Indian 
plants will probably 
become part of our 
global supply network” 
Vijayan Chinnasami/ = 

Vice President (Malaysia & India)/ Flextronics 


Supplier Base Is Weak”). 

To make the most of its Indian 
operations, Flextronics will have to 
expand its portfolio rapidly. The 
string of acquisitions it has made in 
this country gives it access to a 
wide range of skills. The com- 
pany has been able to keep its 
customers like Dell, Microsoft, 
Xerox, Motorola, Siemens, Nokia 
and Alcatel happy by offering 
great manufacturing efficiencies, 
and the Indian acquisitions will 
only add to its advantage in the 
global market. Says McNamara: 
“Eventually, we hope to grow 
our EMS operations in India to 
the same size as our operations in 
China.” When that happens, 
India will have arrived on the 
world’s EMS map. 8 
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LIBA 


invites nominations for 


MOTHER TERESA 
AWARD 


FOR 
CORPORATE CITIZEN 
2005 


LIBA, recognized and ranked as one of the top-notch business schools in 
India, is committed to train its students as much for managerial expertise 
of international standards as for ethical and social values. True to this 
spirit, LIBA has instituted the 
MOTHER TERESA AWARD 

to uphold to management students, the corporate world and the general 
public, a business enterprise as a role model in responsible corporate 
citizenship. The Award is meant for corporates who reach out to the 
disadvantaged and marginalised sections of society far beyond the call of 





their responsibilities. All listed Public Limited Companies are eligible for 


>am 


© hadi 


— ÀMA — > 


— — — "o 


er Pau fta m c d 


5 
M 


nominations. pè 62) 





Last date for obtaining nomination 
forms extended to November 15th, 2005. 


Nomination forms can be had from : 


DIRECTOR, 
LOYOLA CENTRE FOR BUSINESS ETHICS AND CORPORATE GOVERNANCE, 
LIBA, LOYOLA COLLEGE, CHENNAI - 600 034. 

Phone : 28175353/4/5/6/7 Fax: (044)28173183. 
e-mail : ethics@liba.edu website : www.liba.edu 
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The King Is Content - 


By creating programming that cuts through the ever-increasing 


clutter, and by backing it with hard-sell, Star TV could be on its way to 


becoming the most profitable broadcast act nationwide. KUSHAN MITRA 
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Estimates indicate that by the time the Amitabh Bachchan-hosted KBC2 ends its 85-week гип,  ' 
it would have raked in in revenues, with profit margins of per cent 





ERHAPS THE ONLY THING THAT COULD CHEESE 
Peter Mukerjea off these days is the potholes 
on the narrow road that lead up to his com- 
pany’s headquarters in central Mumbai. 
Everything else, after all, is as smooth as 
soulful jazz for the CEO of Star India: His 15-channel 
bouquet has an estimated 25 per cent share of the Rs 
6,000-crore television advertising market; a Hong 
Kong consultancy expects operating margins of the Star 
Group—which is Rupert Murdoch’s News Corp.’s 
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Asian operations, and which is being driven largely by 
India—to be a hefty 40 per cent for 2005-06; Star 
India’s flagship channel Star Plus has all shows albeit one 
on the domestic Top 50 list; the one-year-young Star 
One has a realistic chance of emerging numero dos by 
the year-end (ahead of Sony and Zee, only behind 
Star Plus); and the sequel to Kaun Banega Crorepati, 
KBC2, could bring home revenues of $55 million (Rs 242 
crore) once its 85-week run is done—that's one-tenth 
of Star Tv Asia’s projected revenues for 2005-06— 


with profit margins of 65 per cent to boot. But 
Mukerjea, rather than basking in the glory of yester- 
day’s conquests or counting the days till the rosy 
projections show up, is thinking ahead, way ahead— 
his new hobbyhorse isn't riding on Tv at all. “What ex- 
cites me a lot nowadays is the huge potential of mobile 
phones... Our sister company Fox has introduced 
*mobisodes'—small one-minute clips of TV serials 
that you can download on to your phone; they have 
done this for the serial ‘24’. I think this technology can 
dramatically change viewing habits and is a huge 
opportunity for us," says the CEO, excitedly. 

That's Mukerjea—and Star India—for you: 
Invariably a step ahead, whether it's technology, or 
programming. Or, as KBC2's commercial success best 
indicates, single-minded hard-sell. Points out Ashutosh 
Srivastava, CEO, Group M India: "Star realised before 
anyone else the importance of marketing in television. 
Today, others might have caught on, but Star is already 
leagues ahead." That Star can still rope in the top ad- 
vertisers at rates that are pretty much the highest in the 
industry (Rs 6 lakh for a 10-second slot on КВС2) is evi- 
dent in the response to the Amitabh Bachchan-hosted 
show. Lead sponsor Airtel and associate sponsor 
Nokia are believed to be paying Rs 35 crore between 
them for the first 80-odd episodes. “Star is not the 
cheapest medium, but our clients are by now confident 
that it can deliver the goods,” adds Srivastava. 
Concludes Piyush Pandey, National Creative Director, 
Ogilvy & Mather, who worked with Star’s pro- 
gramming and marketing team on KBC2: “Star is def- 
initely the best TV marketer in India.” 

Pandey is, of course, impressed by the way Star suc- 
ceeded in getting viewers hooked to KBC the first 
time round, from the first show itself, five years ago. 
That’s pretty much the formula it’s followed since then. 
It’s worked and how: Nine of the top 10 biggest 
launches (in rating terms) have been from the Star sta- 
ble (see First Day, Grand Show). So what is it that’s 
contributed to Star India’s success—sticky content 
or relentless selling? СОО Sameer Nair, the program- 
ming honcho at Star, keeps you guessing when he par- 
aphrases a statement of Peter Chernin, his counterpart 
at News Corp., Star TV's Us-headquartered, Rupert 
Murdoch-owned parent company. “If content is king, 
then marketing is its crown prince,” grins Nair. 

The potent content-marketing combo was in am- 
ple display when Mukerjea and Nair flagged off Star 
One. At a time when rivals were perhaps patting 
themselves on their backs for successfully replicating 
the successful Star soap opera formula, Murdoch’s men 
in India pulled off a coup by launching not just a new 
programming format but a new channel altogether. “It 
was genuinely very, very difficult. It is not the same as 
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“We have to consoli- 
date our position in 
the Hindi market and 
improve our offering 
on Star Gold. Another 
unfinished business is 
improving Channel V" 
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launching a couple of new shows on an established 
channel,” shrugs Mukerjea. If Star One was launched 
as a flanking channel to widen the gap between Star Plus 
and the rest, that game plan is working like a charm— 
in fact, so well that Star One is hot on the heels of Zee 
TV in viewership ratings (see Star One's Big Leap 
Forward). The only channel in recent months to break 
into the top 10 cable and satellite programmes list 
(with The Great Indian Laughter Challenge) is Star 
One. Mukerjea’s “top priority for 2006” is predictable: 
To cement Star One as India’s #2 channel. 

If that goal appears immensely doable, it would be 
because, as Ajay Vidyasagar, Chief Marketing Officer, 
Star India, points out, “marketing and programming go 
hand-in-hand”, Whilst that may sound straight out 
of the textbooks, Star has honed the symbiotic rela- 
tionship between the two to perfection over the past 
half a decade. When Star started out in 2000 with 
KBC, it was #3. “We could become the #1 channel in 
one month because we went out aggressively. Unlike 
our rivals, our marketing costs have increased expo- 
nentially over the years. This year with KBC2 we would 
have a huge marketing budget (estimated at Rs 15-20 
crore, but since Star doesn’t need to buy TV spots, 
this money was almost exclusively spent on print, out- 
door and creatives),” says Nair. 

If Star is able to launch into such big-ticket blitzkri- 
egs, it’s simply because revenues are growing at a 
rapid clip. A study by Media Partners Asia of Hong 
Kong estimates that two-thirds of the Star Group’s 
revenues of $444 million (Rs 1,953.6 crore) for the year 
ended June 2005 came from India (Star ту also has ope- 
rations in Greater China and South-East Asia). The pro- 
jected revenues for 2005-06 are $512 million (Rs 
2,252.8 crore). On the profitability front, margins are 
expected to pole-vault to 40 per cent in the current year 
(with $205 million or Rs 902 crore of operating prof- 
its), which would make Star much more profitable 
than Zee and Sony's consolidated operations (this in- 
cludes Zee's operations in the Us, UK and the Middle- 
East, and Sony's channels in the us and UK). As of 2005, 
however, Star is not the most profitable channel amongst 
the big three, with the Sony and the Zee groups enjoy- 
ing higher profit margins (see The Competition Lags...). 
The ongoing year may prove different for two reasons: 
One, the contribution of K8C2, and two, an expected 
breakeven of Star's Chinese operations. 

Indian media observers, however, maintain that 
Star TV's grandiose numbers—at least the Indian con- 
tribution—are not comparable with those of domestic 
broadcasters, as the Murdoch company uses loop- 
holes in the Indian tax structure to avoid paying taxes 
when routing its advertising remittances to the Hong 
Kong headquarters. Because the shows are relayed 
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MORE THAN 
THREE 

TIMES THE 
COMPETITION 


Expectedly, Star's flagship Star Plus 
channel is way ahead of its rivals. 
Figures are relative shares in per 


cent 
Source: TAM Media Research (for weeks 33 to 
38, 2005, for all days) 








STAR ONE'S BIG 
LEAP FORWARD 












All figures are relative shares in per cent 
Source: TAM Media Research 


from Hong Kong, advertisers and clients are theoreti- 
cally not advertising on an Indian channel. So, in effect, 
Star India is a Hong Kong-based operation, sourcing 
content from India and beaming it into local homes. 
The short point: Star doesn't make any moolah worth 
talking about in India, other than from distribution and 
fledgling businesses like mobile content. This system ob- 
viously suits Star well, as it avoids paying local taxes on 
revenues that are essentially generated in India but 
paid to Hong Kong. What’s more, this arrangement also 
allows Star to bill its advertisers in dollars, a privilege 
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Although Star has the most revenues, Sony 
(CEO Kunal Dasgupta seen here) and Zee 
are better off in terms of profitability 


local broadcasters obviously can’t avail of. Even though 
the tax issue has been partially redressed in the last 
budget, foreign channels still repatriated an estimated 
Rs 2,500 crore last year. Plus, because Indian channels 


THE COMPETITION LAGS BEHIND, 
ALTHOUGH THEIR MARGINS ARE 
HIGHER, SO FAR 
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Dish-TV, co-promoted by Zee TV (CEO Subhash 
Chandra seen here) has 150,000 subscribers, 
and could pose a challenge to Star's DTH plans 


pay heavy taxes on capital equipment, channels that 
broadcast from lower-tax countries benefit. Their so- 
lution: Force channels that cater to India to uplink from 
India. Mukerjea for his part denies that Star is exploi- 
ting loopholes, and refuses to elaborate as, he says, the 
issue on tax matters is being taken up in court. 

It is not as if Star doesn't have an Achilles’ heel of its 
own. Whilst it might enjoy eyeball share of two-thirds 
of mass-market Hindi channels, it registers virtually no 
presence south of the Vindhyas. Mukerjea admits Star 
India is weak in the South, but that region isn't his im- 
mediate priority, although he does aver he will *enter 
the regional market" some day. *We have to consoli- 
date our position in the Hindi market; for example, we 
have to improve our offering on Star Gold. Another un- 
finished business is improving Channel V." Then, 
there's also the T-Sky Direct-To-Home (DTH) venture 
in which Star owns a 20 per cent stake (the Tatas own 
the rest) that Mukerjea expects to be up and running by 
the first half of 2006. To be sure, T-Sky might find the 
initial going tough because Dish-Tv (co-promoted by 
Zee) already boasts 150,000 subscribers. 

When Star TV walked into India 10 years ago, 
there were barely two million cable and satellite Tv 
households. When КВС was launched in 2000, that fig- 
ure had grown 10-fold, and the television ad-pie 
was around Rs 1,000-1,500 crore. Today, there are an 
estimated 65 million television households, and the tel- 
evision ad pie is all of Rs 6,000 crore. The potholes 
outside his Indian headquarters notwithstanding, 
Murdoch should be pleased. m 
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India is no longer seen as 
a source of raw materials 
only. The export basket 
has changed beyond 
recognition and reflects 
India’s emergence as a 
modern, industrial nation. 


ASHISH GUPTA AND 
KUMARKAUSHALAM 


Г STARTED ALMOST AS AN ACCI- 

dent. When the Indian gover- 

nment laid down the foreign 

exchange neutrality norms— 

exports would have to match 
the value of imports over a five-year 
period—for foreign automobile ma- 
jors, little did it realise that it was 
spawning a revolution of sorts that 
would, within a decade, find mention 
in the World Human Development 
Report of 2005. The beginning of 
the auto ancillary export revolution 
can be traced back to March 1997, 
when Ford India set up Visteon 
Automotive Systems India to sup- 
ply components to Ford India in 
line with its international practice. 
That turned out to be a mast- 
erstroke—not only because Visteon 
has emerged as a key components 
supplier to other major automakers 
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like Maruti Udyog and Toyota Kir- 
loskar, but also because it started 
exporting a large portion of its out- 
put to meet the foreign exchange 
neutrality guidelines. This strategy 
has been successfully replicated by al- 
most every other foreign auto major. 
Says Suhas Kadlaskar, Director 
(Finance), DaimlerChrysler India: 
“We expect our components ex- 
ports to touch euro 100 million (Rs 
540 crore) by the end of 2006. This 
year (2005), our export projection is 
euro 85 million (Rs 459 crore).” 
The entry of multinationals in 
the auto and auto components space 
has forced Indian companies to 
benchmark their quality against int- 
ernational standards. The fact that 
several of these MNCs outsourced 
some of their requirements to 
domestic companies helped. Result: 





major Indian players such as Bharat 
Forge, Brakes India and Sundram 
Fasteners have emerged as reliable 
global suppliers to Toyota, Honda, 
Suzuki, General Motors and others. 
Consequently, export earnings from 
this sector have more than quadru- 
pled from $2.4 billion in 1994-95 
(Rs 7,555.2 crore at the then ex- 
change rate) to $9.7 billion (Rs 
42,680 crore) in 2004-05. Says 
Surinder Kapur, Chairman & мр, 
Sona Koyo Steering: “Original 
equipment manufacturers and Tier- 
I suppliers to global auto majors 
now consider us reliable partners.” 

The automobile sector, too, is 
eyeing foreign markets. Passenger 
car and SUV exports have zoomed at 
a CAGR of 57.40 per cent over the last 
three years—from 27,112 vehicles 
in 2000-01 to 166,413 vehicles in 
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2004-05; commercial vehicle and 
two-wheeler exports have also 
cantered along, at 21.44 per cent 
and 34.78 per cent, respectively, dur- 
ing this period. The main markets: Sri 
Lanka, Bangladesh, Nepal, Egypt, 
the Netherlands, South Africa and 
West Asia. And leading the surge are 
Hyundai, Tata Motors, Maruti and 
Bajaj Auto. Says Dilip Chenoy, 
Director General, Society of Indian 
Automobile Manufacturers: “India 
can become the global small car hub." 

But autos and auto ancillaries 
are not the only new sectors making 
waves on the export front. The lat- 
est trade data shows that petroleum 
product exports have jumped from 
$3.57 billion (Rs 16,065 crore then) 
in 2003-04 to $6.79 billion (Rs 
29,876 crore) in 2004-05, a 90.4 
per cent increase—the highest jump 
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India's Balance Of 
Trade Position 
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Figures in $billion m Exports 


ITEMS 


Petroleum crude & products 

Software 

Gems and jewellery 

Machinery and instruments 

Drugs, pharmaceuticals, fine chemicals 


Top Five Exports, Then And N 


1994-1995 (Shn) 


Gems and jewellery 450 - 
Readymade garments 3.28 
Cotton yam, fabrics, made-ups 2.23 
Marine products 1.13 
Leather (excluding footwear) 1.06 


8 Imports 


Exports: Five Fastest Growing Sectors 
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2003-2004 ($bn) 2004-2005 ($bn 


3.57 6.79 90.34 

13.30 17.9 34.00 

10.57 a ; 29.62 

2.78 349 5.82 

3.31 3.71 2.14 
ow 


Software 17.20 
Engineering goods 14.58 
Gems and jewellery 13:70 
Chemicals & related products 12.67 
Textiles 12.01 


Five Fastest Growing Export Destinations 


COUNTRY 


Singapore 

China 

United Arab Emirates 
US 

Hong Kong 


1994-1995 ($bn) 


US 5.02 
Japan 2.03 
Germany 1.75 
UK 1.69 
Russia 0.81 


2004-2005 ($bn) 





2.12 3.80 18.6 
2.96 4.59 55.2 
5.13 7.10 38.48 
11.49 13.27 15,4٤ 
3.26 3.65 11.94 


Top Five Global Customers, Then And Now 


EU 17.25 
US 13.26 
UAE 7.03 
China 4.58 
Singapore 3.80 


Source: Ministry of Commerce and Industry and NASSCOM 
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Top10 Forex Earners (2004-05) 
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Figures in Rs crore 


Five New Areas Of Exports 
Cars, SUVs, 1,497.85 
Scooters, 1,002.9 
Motorcycles, 983 
Commercial 729.14 
vehicles 545.25 
Auto 534.86 
Ancillaries 439.52 
262.53 
118.9 
107.76 
Petroleum 23,745.46 
5,662 
2,147.18 
1,612.95 
1,210.48 
Information 7,485.25 
Technology 6,105.02 
and Software 5,373.69 
3,032.44 
1,147.54 
2,513.96 
Medicines, 1,322.9 
Pesticides 1,097.95 


919.73 
589.07 


Source: CMIE 





Figures in Rs crore 


The wheel turns: 
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recorded by any commodity. It’s an irony; even as 
the country groans under the burden of rising crude 
prices, and the consequent rise in the oil import bill, oil 
majors such as Reliance Industries, Indian Oil Corpo- 
ration, and Oil and Natural Gas Corporation are put- 
ting India on the world’s petroleum export map. 

If India’s export story is ever made into a Bollywood 
movie (unlikely), it would have to be a multi-starrer. 
Another heavyweight in the cast would be the pharma 
sector. Players such as Ranbaxy, Dr Reddy’s, Matrix, 
Cipla and others have established significant footprints 
on the global stage. But this could be only the tip of the 
iceberg. About $40-billion (Rs 1,76,000-crore) worth 
of drugs are going off patent this year and another $70 
billion (Rs 3,08,000 crore) will do so in 2006. This 
could just provide Indian generic drug manufacturers 
with a window to grab a huge chunk of this pie, says a 
recent Assocham report. “Pharmaceutical exports may 
touch Rs 30,000 crore in 2007-08 from Rs 15,500 
crore in 2003-04,” the report adds. 

Traditional export items like textiles, too, are perk- 
ing up. The post-quota regime offers Indian textile 
exporters an opportunity to become preferred suppliers 
to international chains like Wal-Mart, Marks & Spencer, 
Saks Fifth Avenue and Hennes & Mauritz. No wonder, 
companies as diverse as the Rs 47-crore India Card 
Clothing to the Rs 73,184-crore Reliance Industries are 
ramping up their operations to cash in on this flood. Says 
S.P. Oswal, Chairman, Vardhaman Mills: “Exports 
are booming; 70 per cent of our yarn production is going 
to garment makers focussed on exports.” 

Similarly, the gems and jewellery sector, which is tar- 
geting exports of $20 billion (Rs 88,000 crore) in 2006- 
07, compared to $15.68 billion (Rs 68,992 crore) in 
2004-05, is also moving up the value chain. Says Sanjay 
Kothari, Convenor, Gems & Jewellery Export Council: 
“Big exporters are embracing innovative ideas and hiring 
Italian designers to compete in the global market.” 

But the sectors that have really given Indian exports 
a profile it didn't have before are rr, rres and services. 
In 2004-05, the rr industry clocked exports of $17.2 bil- 
lion (Rs 75,680 crore), up from $5.3 billion (Rs 24,910 
crore then) in 2000-01. rrEs-bPO services added another 
$5 billion (Rs 22,000 crore). Little wonder that India 
now exports more invisibles than merchandise. The in- 
flection point was reached in the first quarter of 2004- 
05. The RBI Bulletin dated September 2004 announced 
that during that quarter, exports of invisibles touched 
$17.7 billion (Rs 77,880 crore) compared to mer- 
chandise exports of $16.8 billion (Rs 73,920 crore). 

With both traditional and modern sectors booming 
in the export markets, it's just a matter of time before 
the lumbering elephant catches up with the Asian 
Tigers and, hopefully, the rampaging dragon, too. m 
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»jaria was established in 1988 with a vision to sow the seeds of revolution in the entire 
dustry. Every year, Kajaria tiles spread happiness over more than 18 million sq. mts. in 
® countries across the globe. With its world-class production facilities working at full 
pacity at Sikandrabad and Bhiwadi. A production unit has been awarded ISO 14001 for 
Maintaining the highest environmental standards. Such is the beauty of Kajaria. 
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ТНЕ СКЕАТ 
MUTUAL FUND 


BOOM 





They're amassing record levels of wealth, and investing in equities like there's 
no tomorrow. But is this the right time for the investor to buy in? manesH NAYAK 


IPAYAN GHOSE NEVER KNEW TOO MUCH 
about the stock markets; that there was 
money to be made in the nooks and cran- 
nies of Dalal Street. Then the benchmark 
index, the 30-share Sensex, hit 8,500, 
and Ghose suddenly realised that all those around 
him were rolling in the moolah. Determined not to be 
left out, he picked up one of those tip-sheets from 
his neighbourhood vendor, where he came across this 
gem of advice: “If you’re a newcomer to equities, 
your best bet is to take the mutual fund route.” That - 
equity mutual funds have been clocking handsome 
double-digit returns, reinforced Ghose’s belief that 
this was the most prudent way for him to pile up a 
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hoard. He managed to lay his hands on an application 
form for a new fund offering of an equity scheme 
from a fund that boasted annualised 66 per cent returns 
as on September 30 on its other older stock offer- 
ings. Ghose filled up the form, opted for the growth op- 
tion (who wants dividends, he shrugged), tore out a 
cheque for Rs 50,000 and put in his application at the 
authorised collection centre in the first week of October. 
By the end of the second week, the Sensex was in 
freefall, down some 500 points, and equity schemes 
were in the red by 3 per cent. Ghose was worried. 
Ghose (not his real name), and thousands like him, 
would have had ample reason to be concerned last fort- 
night. For, as the indices continued to hurtle downwards 


—at the time of writing the Sensex had fallen to 


MONEY IS POURING INTO EQUITY SCHEMES... 


8,201.73, a slump of 620.11 points from its peak—a 
good number of them who invested in equity schemes 
would have realised that their (plummeting) stash was 
locked in for three years. Only after that period could 
they ponder redemption. But if Ghose and his ilk are 
sporting furrowed foreheads, the Indian mutual fund 
industry isn’t complaining at all. Reason? Assets man- 
aged by the Indian mutual fund industry grew 30 per 
cent in the first eight months of 2005, over the entire 
of 2004. Even better news: Assets of equity schemes 
managed by mutual funds jumped 67.5 per cent to Rs 
55,743 crore in the same period. Inflows via equity new 
fund offers (NFOs) in the April-September period have 
already hit 16,500 crore (as against Rs 13,250 crore in 
the entire 2004-05 fiscal), and to top that, there are at 
least 16 more NFOs in the pipeline (including four 
new tax-saver funds). 

Says Sanjay Sachdev, MD & CEO, Principal PNB 
AMC: “Lower assured returns due to falling interest rates 
and the lack of investing opportunities in other asset 
classes have resulted in investors getting attracted to- 
wards equity—and they are taking the mutual fund 
route.” Adds A.K. Sridhar, Chief Investment Officer, 
UTI AMC: “New investors are tapping the equity markets 
through mutual funds.” Sure enough, if investors are 
queuing up for application forms, it’s also because 
they’ve been voyeuristically viewing the returns being 
dished out by the equity fund bunch. For the first 
eight months of 2005, equity schemes recorded a 
weighted average return of 24.4 per cent, in the 
process outperforming the returns of the Sensex and the 
BSE-500 (which recorded an absolute return of 18 per 
cent each). The increasing thrust on equity—as of 
December, equity schemes accounted for 22.11 per cent 
of mutual fund-managed assets; by August that figure 
had shot up to 28.47 per cent—has also resulted in MFs 
accounting for 4 per cent of the turnover on the BSE and 
the NSE, as against 2.5 per cent six months ago. 

The anxiety that prevailed last fortnight, however, 
revolved around whether the new flock of MF 
investors had got their timing all wrong. After all, if 
the stock markets slip into a deep correction, it will 
wash away a chunk of the gains of the newly- 
launched schemes. Points out Rajiv Shastri, CEO, 
Sahara Mutual Funds: “Investors who are rushing in 
to capitalise on the rising market and investing big 
money in NFOs (new fund offers) are carrying an im- 
mense risk in their portfolio.” 

That's the investor's headache. Shastri adds that the 







MUTUAL FUND INFLOW 
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Pankaj Razdan/ CEO/ Prudential ICICI AMC 


fund manager, too, comes under a lot of pressure at Investors are knocking the doors of 
such times, and that's when “the discipline of investing tual funds for i ie 

in equity markets is lost”. To be sure, most funds are m А investing in 

sitting on an average of 10 per cent cash (see So equity markets 
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bt mutual fund 


Where Will the Cash Go?), with some like Deutsche Alpha 
Equity Fund and Birla Index fund cushioned by 46.24 per 
cent and 40.14 per cent, respectively. In a correcting market sce- 
nario, fund mangers typically use up these funds to buy stocks 
at lower prices, thereby lending support to the markets. 

But if inflows from the foreign institutional investor (Fm 
brigade dry up—in the current month till October 13, the Fits 
had sold Rs 964 crore of equities on the Indian markets—can 
we expect mutual funds to fill in the breach? The ЕП stash is big- 
ger, but mutual funds aren’t far behind: Foreign investors in the 
January-October period have poured Rs 36,500 crore on 
Dalal Street. Mutual funds meantime have mobilised Rs 24,000 
crore through new equity offers in 2005, with nearly 60 per 
cent, or Rs 14,300 crore being fresh money (the rest can be 
accounted for by investors churning their portfolios and mark- 
to-market gains from equity schemes). Sahara’s Shastri ex- 
plains that even if 25 per cent of those fresh inflows are retail 
monies, it’s a significant number. Ved Prakash Chaturvedi, 
Managing Director, Tata Mutual Fund, is more sanguine. He 
estimates that 80-85 per cent of the increase in mutual fund 
assets is courtesy of fresh flows. “Of this, retail inflows (including 
high-net worth clients) account for 65-70 per cent of the inflow 
in equity schemes,” he adds. 

The interest from retail investors is clearly visible in the 





Sanjay Sachdev/ MD & CEO/ Principal PNB AMC 
Because of lack of depth in the market, 


Sachdev is focussing only on the top 
100-200 stocks 
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OFFERS GALORE 


Rs 24,000 crore has been mobilised via NFOs*. 


NEW FUND OFFERINGS DURING 2005 





AMOUNT 
MOBILISED 


Chola Multi-Cap Fund 

Sahara Midcap Fund 

Tata Infrastructure Fund 

Kotak Midcap Fund 

Reliance Index Fund Nifty Plan 
Reliance Index Fund Sensex Plan 
Sundaram SMILE Fund 

Can Emerging Equities 

Franklin India Flexi Cap Fund 

HDFC Premier Multi-Cap Fund 

LIC MF Opportunities Fund 

Principal Focussed Advantage Fund 
Prudential ICICI Power - FII 

Reliance Equity Opportunities Fund 
ABN AMRO Opportunities Fund 

SBI Magnum Midcap Fund 

Tata Service Industries Fund 

Chola Global Advantage Fund 

Fidelity Equity Fund 

HSBC Midcap Equity Fund 

ING Vysya Midcap Fund 

Prudential ICICI Blended Plan - Option A 
Prudential ICICI Blended Plan - Option B 
UTI Dividend Yield Fund 

Principal Junior Cap Fund 

Tata Midcap Fund 

JM Emerging Leaders Fund 

Kotak Contra Fund 

UTI Opportunities Fund 

Birla Gen Next Fund 

HDFC Multiple Yield Fund - Plan 2005 
Prudential ICICI Infrastructure Fund 
SBI Magnum Comma Fund 

Standard Chartered Classic Equity Fund 
ABN AMRO Dividend Yield Fund 
Reliance Tax Saver Fund 

Sundaram Capex Opportunities 

SBI MultiCap 

Sahara Wealth Plus 

Total 

Source: mutualfundsindia.com * New fund offers 
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A.K. Sridhar/ CIO/ UTI AMC 
The lack of opportunities in other asset 
classes is prompting new investors to tap 
equity markets via mutual funds 


increase in the number of applications for new NFOs. For 
instance, in June, Principal Junior Cap Fund received 
75,000 applications and mobilised around Rs 440 crore. 
The latest NFO to close, sBrMF's Multicap Fund, received 
3.75 lakh applications and mobilised Rs 2,100 crore. And 
Tata Mutual's Chaturvedi says he's expecting nearly 
3.5 lakh applications for the Tata Contra Fund. 

That projection may just go a bit awry if investors 
tighten the purse strings, sensing (yet another) bull run 
going bust. The funds, for their part, might have an 
ideal product for such a situation: The Systematic 
Investment Plan (sip) option, which not just reduces ex- 
posure to high-risk (by nature) equities, it also helps 
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SCHEMES IN THE PIPELINE 


ABN Amro - ELSS 


Benchmark Exchange-Traded Funds linked to Sectoral 
Indices 


Chola ELSS 

Deutsche Flagship Equity Fund 
Deutsche Infrastructure Fund 

Deutsche Stable Growth Fund 

DSP ML Small & Midcap Fund 

Fidelity Tax Advantage Fund 

Franklin India Smaller Companies Fund 
HSBC Incredible India Fund 

ING Vysya Contra Fund 

Kotak ELSS 

Principal PNB Large Cap 

Prudential ICICI Services Fund 
Standard Chartered Imperial Equity Fund 
Tata Contra 

Source: SEBI 


the investor garner more units when the market tanks. 
The siP operates like a recurring deposit of bank, with the 
investor parking upwards of Rs 500 per month with the 
fund, for which he gets in return his units. If he has Rs 
5,000 to invest per month, he can divide that amount into 
five parts, and invest at five different dates, thereby 
allowing him to take advantage of market volatility. 
Yet, SIPS on their own are inadequate protection 
for fund investors, many of whom tend to join the 
party at the peak of a rally. Realising the disastrous 
consequences these could have on their schemes—by way 
of large-scale redemptions—fund managers are advising 
investors to have a three-four year horizon. Says 


ALMOST Rs 1,000 CRORE—THAT'S HOW MUCH DISTRIBUTORS OF MUTUAL FUNDS HAVE RAKED IN BY WAY OF COMMISSIONS IN 2005. HERE'S 
how we arrived at the figure: So far in 2005, the top 50 distributors, on an average, have pocketed a brokerage of 4 per 
cent. Mutual funds have in this period mobilised over Rs 24,000 crore from NFOs. Exact figure: Rs 960 crore. A senior official 
at a MF distribution arm reveals that in some cases the brokerage inches up to as high as 8 per cent. SBIMF recently gar- 
nered Rs 21,000 crore for one of its schemes. According to industry sources, the secret of its success: The 4.75 per cent 
average commission it paid to its top 50 distributors. You have to wonder: Don't higher distribution commissions translate 
into lower investor returns? That's not the way to see it, frowns Ved Prakash Chaturvedi, Managing Director, Tata 
Mutual Fund: “Compared to insurance companies, our commissions are still low. If we do not pay higher commission, they 
do not show any interest in selling our products. Secondly, distributors are also expanding and have been mobilising huge 


retail money from Tier-I! cities.” 
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| WINDOWS SERVER SYSTEM GENERATED UP TO 
30096 BETTER WEB SERVING PERFORMANCE 
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"Our results clearly show that in all our test 
configurations, Windows Server System” generated 
significantly better Web serving and E-commerce 
throughput and peak performance than Linux 

for both static and dynamic content.” - VeriTest, 
Microsoft* Windows Server System 2003 with 
Internet Information Services (IIS) 6.0 vs. Linux 
Competitive Web Server Performance Comparison 


For these and other third-party findings, go to 
microsoft.com/india/getthefacts 
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Principal’s Sachdev: “We do not want — 4 
money for the short term. Secondly with 
lack of depth in the market, we are fo- 
cussing only on the top 100-200 stocks. 
The long-term trend is intact, but at current 
levels, stability in a stock is crucial and 
most of the funds are not comfortable 
with small stock.” Tata’s Chaturvedi says 
he’s been discouraging investors with even 
a one-year investment horizon during the 
Tata Contra Fund roadshows. 

Of course, there will always be investors 
looking to make quick profits, which results 
in them flitting from one fund to the other, 
resulting in a heavy churn factor, as high as \ 
20-25 per cent. To deal with this, funds like 
SBIMF and Kotak AMC have introduced en- 
try as well as exit load for their new and its 
existing funds. “We have introduced entry 
and exit load in our schemes mainly to 
Ved Prakash Chaturvedi/ MD/ Tata Mutual Fund cap our investors and to restrict churn- 


Fund managers are advising investors to have a ing,” says Nitin Jain, Fund Manager at SBI 
vee fou я Chaturvedi di AMC, who adds that excessive churning 
: ree-four year T ч k l Iscourages spoils the investment pattern in the fund. 
investors even against one-year investment horizon However, there are industry insiders who 


disapprove of such a move that makes 


S0 WHERE WI LL TH E CASH G0? short-term exits costlier. One such senior ; 


E А official at a state-run AMC accuses such 
Funds are sitting on piles of money. 
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funds of profiteering, as they receive a 





DEBT CASH & 2.25 per cent load on entry and a 1 per 
EQUIVALENTS cent load on exit. 
947 46.24 Such controversies notwithstanding, it 
0 40.14 would appear that the Indian mutual fund 
0 34.99 industry has hit an inflexion point—or at 
i least the equity schemes have. As Pankaj 
0 33.9 Razdan, СЕО, Prudential ICICI AMC, ex- 
0 327 plains: “This time round, for the first time, 
0 29.6 investors are knocking the doors of the 
0 29.49 mutual fund for investing in the equity 
0 28.22 markets. And the inflows are also coming N 
0 27.98 into existing schemes. Leaving aside the 
19.79 2691 top five metros, 35 per cent incremental in- 
0 26.19 flows into funds are coming from Tier-II 
0. 24.05 cities." In the us in the nineties, huge 
0 24.05 money poured into mutual funds from 
0 23.14 Us households, even as they became even 
0 22.32 bigger net sellers of stock (from sources 
0 22.32 other than mutual funds). If Indian mutual 
funds are able to ride out the current short- 
0 21.09 term blip, and dish out handsome returns 
0 20.91 to investors over the next 2-3 years, those 
0 20.52 rewards would go a long way in introduc- 
2 Ta 0 20.4 ing many more domestic households to 1 
Source: mutualfundsindia.com All figures in per cent the mutual fund cult. 
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Modern retail: In India, where the share of organised retail is minuscule, manufacturer brands still domir 
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Globally, own-store brands, or private labels, are rapidly gaining share at the 
cost of manufacturer brands. In India too, reveals a global survey of consumers 
by ACNielsen, consumers are beginning to favour private label. This has 
significant implications for companies fighting for retail shelf space. 


NYBODY WHO'S TAKEN 

note of Wal-Mart's 
phenomenal growth in 

the US is aware that the 

A „balance of power in the 
marketplace is shifting in favour of 
the retailer. As if that weren’t bad 
enough for the marketers, there’s 
another growing phenomenon that 


threatens to further weaken their 
hold on shop shelves. And this is the 
growing popularity of private label 
brands, which are essentially the 
retailer's own brands. According to 
a recent ACNielsen retail audit of 
private label across 38 countries 
and 80 product categories, in more 
than two-thirds of the countries 


surveyed, private label gi 

than manufacturer brands 
the consumers in developed n 
like Europe and North Ame 
already big believers in privat 
the next round of com 
come from emerging markets. ( 
reason why private label p 
are growing in popularit 


retail 





Shopping@Lifestyle: Private 
labels are popular in apparel 


average, they cost a third less than 
comparable marketer brands. But if 
you thought that private label would 
be popular only with lower income 
households, you'd be only partly 
right. Across regions (think Europe, 
North America, Asia Pacific and 
Latin America) there isn't any sig- 
nificant difference between what a 
high- or a medium-income house- 
hold spends on private label and 
what a low-income household does. 

What determines the penetration 
of private label in a market? The 
answer shouldn't come as a surprise. 
It has to do with retail concentration; 
that is, the more the number of ret- 
ailers, the larger the number of retail 
brands. Which is why the ACNielsen 
survey should be of particular sig- 
nificance to both marketers and ret- 
ailers in India. At present, modern, or 
organised, retail accounts for a bare 3 
per cent of the overall market in 
India. But there's no doubt that its 
share, at least in the urban markets, is 
growing. According to some esti- 
mates, organised retail already has a 
7 per cent share in urban India. More 
retailers will inevitably mean greater 
private label—an issue that manu- 
facturers have not had to face in 
India so far. After all, how many 
kirana stores have the savvy, forget 
the wherewithal, to come up 
with their own brand of, say, jam, 
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toothpaste or body lotion? 

Until now, few retailers or man- 
ufacturers had any idea about what 
consumers in India think about pri- 
vate label. Thanks to a parallel, onl- 
ine survey by ACNielsen of 21,261 
consumers in 38 countries, includ- 
ing India, we now know exactly 
what they feel about own-store 
brands. A good 56 per cent of them 
consider private label to be a good 
alternative to manufacturer brands. 
Yet, if that figure is lower than the 
global average of 68 per cent, it is 
because it points to the differences 
between the Indian retail environ- 
ment and the ones abroad. There 
are three key lessons that emerge 
from the survey. Let’s take a look at 
them one by one: 


Lesson #1: Not All Private 
Labels are made Equal 

In other words, for Indian consu- 
mers, the category matters. When 
asked if they thought there were 
some products where quality really 
mattered and hence not suitable 
for private label, a staggering 80 
per cent of them said yes. In con- 
trast, the global average was just 
40 per cent. Even in highly retailer 
brand-friendly markets in the 
Pacific, two in five consumers 
agreed that there were certain prod- 
ucts not suitable for private label. 
Only in North America did nearly 
one-half of consumers (48 per cent) 
disagree. The point: In less devel- 
oped markets like India, consumers 
may be happy with the quality of 
private label when it comes to 
kitchen towels and staples like 
wheat flour, but are wary when it 
comes to buying a store version of, 
say, baby food or shampoo. 


Lesson #2: 

Pay Attention to Packaging 
The ACNielsen survey indicates that 
the visual cues and positioning pro- 
vided by packaging are clearly def- 
icient in private labels sold in Indian 
modern retail stores. A whopping 





NDIA'S INTERNET-SAVVY CONSUMERS AREN'T 
. { as convinced about private labels as 

their global counterparts. According to 
our global study of Consumer Attitude 
Towards Private Label, while two-thirds 
of global consumers consider super- 
market-owned brands to be a good 
alternative to other brands, only 56 per 
cent of Indians think so. For retailers, 
that's nothing to worry about as of now. 
Private label awareness and acceptance 
in India, like in other developed markets, 
will in part go hand in hand with the 
growth in modern trade. In Asia, for 
example, the share of modern (super- 
market) trade is at 47 per cent, and is 
expected to top 50 per cent in 2005. In 
some of these markets, where the retail 
landscape is highly fragmented, a lot 
of shoppers are only just getting used to 
visiting supermarkets and hypermarkets 
regularly for their groceries, and private 


label is still a relatively new concept for ` 


them. Additionally, the attraction of 
major well-known multinational brands, 
supported by heavy advertising, means 
that the appeal of private label will likely 
be limited by its own ‘localised’ nature 
(private labels are, after all, brands 
restricted to the retailers own stores). 
Going by the survey findings, it would 
appear that Indian retail has a long road 
to traverse before private labels start 
threatening the supremacy of large man- 
ufacturer brands. Our survey clearly 
shows that the longer consumers have 
been exposed to private label—in terms 
of number of years and penetration 
within product categories—the better 
they think about own-store brands. 
That's something both retailers and 
manufacturers should note. 
Raghavan Ranganathan is Director of 
Retailer Services at ACNielsen India 
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Opportunities In Every Category 
While refrigerated foods have the highest private label 
share, it's cosmetics where growth is the fastest. 
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Yawning Price Differential 
Globally, private label products are on an average 
-A 31 per cent cheaper than marketer brands. 
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Figures are price differential by country in per cent 
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Supermarket own brands are a good alternative to other brands 
Asians are still hesitant about private label brands. 
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Store brands are usually extremely good value for money | The quality of most supermarket brands is good 


More North Americans and Europeans say so than Asians. A lack of private label exposure shows up in Asian answers 
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Can't trust store brands where quality matters | Retailer brands are poorly packaged 


The Asian consumer is more quality sensitive than the average global consumer. | Packaging is not a big issue in Europe and North America 
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Store brands are meant for people on tight budgets | just don't know enough about these retailer brands 
Low priced is equal to low end? Asians think so. A lack of awareness seems to be the problem in Asia 
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Private label is a good alternative 


More consumers in india say so compared to China, but they 


are still a wary lot. 


64 
ш 62 61 


70 per cent of the consumers polled 
cited poor packaging as a reason 
for not buying a private label prod- 
uct. Therefore, retailers who are 
serious about their own brands will 
do well to pull their packaging up 
by the bootstraps. 


Lesson #3: Invest in Building 
Brand and Awareness 

India’s modern trade shoppers (67 
per cent of them) also. consider 
private labels to be ‘budget brands’ 
and claim (a higher 70 per cent) 
that not knowing enough about 
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Private label is value 
for money 


A majority of Indians agree, but not 
‚ ta the same extent as Malaysians. 
% Agree 





purchase. 


a Ma 


these brands will most likely prevent 
them from purchasing those brands. 
This is in contrast to the global 
average of 42 per cent. That is, fewer 
people disagree that private labels 
were worse packaged. More worry- 
ingly for the retailers, more than two- 
thirds of consumers in India (along 
with other developing markets like 
Taiwan, Malaysia and Indonesia) bel- 
ieve that private label was for those 
who couldn’t afford the ‘best’ brands. 

Manufacturers would be wise 
not to get smug about the survey 
findings. The writing is on the wall: 
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Private label packaging sucks 
Yes, say 68% of Indians, and that inhibits 
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Private label quality is as good a 
manufacturer brand's 
A significant 60% of Indians think so. 






| Private label is for 
| the poor 
| 


Yes again, say Indians. Retailers, 
take note. 





% Agree 





Sooner rather than later, as retail 
chains spread their wings across 
India, building critical mass in vol- 
umes, they will want to step up 
their private label business. Already, 
at big retailers like Pantaloon, a 
good 15 per cent of grocery sales 
(under the Food Bazaar umbrella) 
comes from own-store brands, while 
in the case of Big Bazaar apparel, it's 
40 per cent. At Shoppers' Stop, the 
share of private label is 18 per cent 
and could go up to 25 per cent by 
2010. And remember, these guys 
have just got started. 8 
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NDIAN BUSINESSMEN ARE GLOBALLY 
RENOWNED FOR SHREWD BUSINESS DECISIONS 







THE SELECTION OF A BUSINESS SUIT The workd unanimously 
reckons that ideal Mat 
IS JUST ONE OF THEM hangers are made of wood 


or years, Digjam has been grooming the global Indian achiever. With fabrics of 
"ntérnational quality that boast the finest colours, textures and designs. It is indeed an 


Achievement to be selected by the men who have achieved so much in their own right. 


Available at leading retail outlets 


Wor business enquiries please contact Mr. Rajiv Pal, Birla VXL Limited, Aerodrome Road, Jamnagar-361006. Tel: (0288) 2712972/73 email: info@digjamsuiting.com 
website: www.digjamsuiting.com 
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' Intel is developing the world’s first Made in India chip in Bangalore. And 
Indian R&D will play an increasingly larger role at the chip maker. 
" ARCHITECTURE: Intel isn't spilling the beans 
yet, but Whitefield is likely to sport a whole new 
micro-architecture. Industry buzz nos that the 
1 Je“ 1 4 : India-made processor could replace NetBurst X 
A sneak peek into Intel's “Made in India” chip. | — die. mede processor coul Б, 
j E Rm = 
CODE NAME: Whitefield, after the 1 
industrial township near Bangalore USP: If Whitefield indeed breaks new 
where it is being developed ground in terms of architecture, it 
a ical Intel 29 oah gE could spawn an entire family of 
H р рр 5 ү microprocessors based on it 
between 2008 and 2013 
LIKELY LAUNCH DATE: Gwe = ® 
e 14-2007 pret WHAT IT DOES FOR INDIA: Strikes a blow 
for the theory that India is not just a 
NUMBER OF DEVELOPERS: 2,700 location for low-end outsourcing work 
Ф — - — {8 based on labour arbitrage, but also for 





highly-skilled engineers capable of develop- 
ing mission-critical technology from scratch 


- — o 


PROCESSOR FAMILY: Xeon, aimed at à 
multiprocessor servers or workstations 





HITEFIELD IS AN INDUSTRIAL TOWNSHIP 
on the outskirts of Bangalore. SAP, 
iGate and GE’s John F. Welch Research 


will be the first processor to be designed out of India 
from scratch. Intel, which has nearly 2,700 engineers 
and scientists working on the project, expects to begin 


~ 

Centre, among others, call it home. shipping this Xeon class server chip by mid-2007. 
i The Intel campus is located on the “India plays a very important role in Intel's overall 
' Sarjapur Ring Road, which leads to Whitefield. So, scheme of things,” says Franklin B. Jones, who took 







America's tech world is quite familiar with its 
(Whitefield's) name. But soon, it might become part of 
their daily lives. Whitefield is the name of a new chip 
Intel is designing; its uniqueness lies in the fact that it 


over as the company's President of India Operations 
only six days before meeting with BT. He is the first 
American to hold this position; all previous country 
heads have been executives of Indian origin. 


INTEL WAFERS, 


BIT BY BIT 


A look at some of Intel's significant 
microprocessors over the years. 





4004: Released in November 1971, 
the Intel 4004 was among the first “сот- 
puter-on-a-chip” microprocessor, the oth- 
ers being Central Air Data Computer 
(CADC, for use in the US Navy's Tomcat 
jets) and Texas Instruments’ TMS 1000. 
The 4004 was a 4-bit processor, had a 
clock speed of 108 KHz and 
2,300 transistors with 
ports for ROM, _ 
RAM, and 1/0 CS 
(input/output). 
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A sleased E 
April 1972, the 


Intel 8008 was 
more or less an 8-bit version of the 4004. 
It did, however, form the basis for the 
8080 and, later, the 8086. 


8080: Introduced in 1974, and featur- 
ing several revolutionary features such 
as a 16-bit address bus and 256 I/O 
ports, the Intel 8080 is considered the first 
truly modern microprocessor, and was 
used in the Altair 8800, one of the first 
well-known personal computers. 


8086: Introduced in 1978, the 
8086 was a 16-bit microprocessor 


8088: The 
8088 broke new 
ground and truly 
brought the com- 
puter to the masses by being used in the 
first IBM PC. It heralded the beginning of 
the troika of Intel (microprocessor), IBM 
(personal computer) and Microsoft (op- 
erating system) that dominates personal 
computing worldwide till today. 


80286: A 16-bit 
microprocessor int- 
roduced in February 













Intel’s Jones: India is very important to the chip maker 


Intel executives are tightlipped about the project, but 
BT learns that Whitefield will feature an entirely new 
micro-architecture. It is even likely that this ‘Made in 
India’ chip will replace Intel’s bread-and-butter NetBurst 
architecture in x86 servers. And it could have major 
spin-offs. The new architecture could well lead to the 
development of an entirely new family of micro- 
processors within five years of its launch. The major plus 
for India: it will herald the country’s arrival as a loca- 
tion for cutting-edge research in the semiconductor 
space and wipe out the residual image of the country as 


ing app 
multi-user systems, 
among others. 


80386: One of the most 
popular Intel microprocessors, 
the 80386 was the first of 
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"eta 1 | 
Vinod Оһат leading the 
team that developed it. 
Among major changes int- 
roduced were two data 
paths and a multi-media 
supporting architecture. 
The Pentium | was fol- 






a place for low-end drudge work. 

But the Whitefield Xeon Class Server | 
is actually just a small portion of what is going o 
Intel in India. It is also developing another : 

(a chipset is one component of the entire chip 
Calistoga for its Napa Mobile Optimised D 
Processor. Napa, the codename for a 65-nanon 
core processor, represents the third gen 
Intel's Centrino technology. It will improve t 
tasking and power management functions in lapt 

Again, the company is reluctant to divulg 
“IDC (Intel India Development Centre) 
on hardware, software and services, including 
generation server processor and a chipset 
mobile technology platform," 
Chandrasekher, vp and Director (Sales and Магі 
Intel Corporation, refusing to get into the sp 
either project. The company has so far im 
million (Rs 880 crore) in India and it's clear 
off. Says Chandrasekher, who at one tim 
technical assistant to Craig Barrett, 
Chairman: ^We came here (in 1995) wh 
not the fashionable thing to do. Then, w: 
making a fashion statement." 

Globally, Intel became the de facto indust 
dard for chips by teaming up with Microsof 
are now as ubiquitous as the Windows op: 
tem. Uncharacteristically, however, it trippec 
nology over the past 24 months. Custom 
processors that multi-tasked effortlessly, 
lesser power and generated less heat, but 
tinued to dish out faster and faster chips 
customers didn’t really require—ignoring 
parameters. Result: its rival, AMD, caught 
albeit, temporarily. Crows Ajay Marathe, India ( 
Head, AMD, and its global cio: “ 
ership in technology.” Chadrasekher, ho 
misses this claim. “The competition keeps tryii 


says 


AMD has a « 
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generation of 
server-class mic- 
roprocessors for 
PCs. Introduced as 
Pentium Xeon, the 
Pentium prefix was later 
abandoned. Later versior 


















of the Xeon microprocessor 


Intel's processors to introduce 
32-bit architecture and a paging 
translation unit, as a result of which 
operating systems that used virtual mem- 
ory could be deployed. 






en Introduced in 
1993, the Pentium was 
the fifth-generation x86 


lowed by a series of Pentium variants 
including Pentium Pro, Pentium II, III and 
4, and Pentium Overdrive. 


: Introduced to fit low-cost 
budgets and in a bid to recover lost 
ground in the low-end market, Celeron 
processors are based on Pentium 
architecture. 


64-bit processing 
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Intel remains the market leader by a huge margin." 
Mercury Research, which tracks the industry, says 
AMD’s share in the x86 server segment increased from 
7.4 per cent in the first quarter of 2005 to 11.2 per 
cent in the second quarter; Intel remains the leader 
with 88.8 per cent. 

And as Intel scrambles to maintain its overwhelming 
global domination, the Indian operations, its largest 
R&D and design unit outside the us, will play an inc- 
reasingly important role. Chandrasekher says: “IIDC 
(which was established in 1999 with 10 employees) is 
working on Intel's crown jewels." The centre conducts 
cutting-edge R&D on microprocessors, chipsets, digital 
signal processing and networking products, commu- 
nications software, stack optimisation solutions, graphic 
drivers, compilers, e-business applications and manu- 
facturing automation solutions. 

It is now accepted in tech circles that ubiquitous 
wireless broadband is the next Holy Grail. Intel is 
pushing its own version, called WiMax, for providing 
this. And Intel's India operations are, expectedly, at the 
forefront of this initiative. It is running several test 
projects based on this technology in association with the 
Uttaranchal government. “We will try this out in other 
parts of the country as well," says Chandrasekher. 

Intel’s Indian arm is also developing a rugged pc 
specifically suited to countries like India. Its Platform 
Definition Center is piloting this device, which runs on 
a car battery to tackle the problem of erratic power sup- 
plies, in 10 villages and expects to begin selling this 
product in early 2006. It has also launched the Intel 
Teach to The Future Initiative. Under this programme, 
more than 4.5 lakh teachers at government schools have 
been trained in computer use. 

But Intel’s Indian sojourn has had its share of 
boo-boos, too. In June, Information Technology 
Minister Dayanidhi Maran declared that he had 
convinced Intel to set up a $400-million (Rs 1,760- 
crore) chip fabrication plant in India. But the com- 
pany’s negotiations with the government on cer- 
tain concessions didn’t work out. Jones is at his 
diplomatic best while responding to a pointed ques- 
tion on this. “Intel continues to evaluate all oppor- 
tunities available,” he says. That, for the uninitiated, 
means: "Sorry, we're going elsewhere.” But it's a 
minor hitch in a relationship that has paid, and 
continues to pay, the company huge dividends. 

There are other challenges that Jones has to 
tackle. Intel has recently sacked nearly 250 employ- 
ees (or almost 10 per cent of its Indian workforce) for 
allegedly faking bills and making false claims on 
various allowances. “Intel expects its employees to 
maintain the highest ethical and business standards,” 
says Jones, refusing to share any further details. 
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Intel's Sodhani: 


MENTOR & MATCHMAKER 


Intel’s investment arm is placing 
massive bets on India. 





| NTEL INSIDE DOES NOT REFER ONLY TO SILICON CHIPS. NOT 
anymore. The US chip giant's investment arm, Intel 
Capital, has invested over $4 billion (Rs 17,600 crore) 
in about 1,000 tech and web-based companies across 
the globe. It entered the Indian market in 1998, and is 
now ramping up its operations here. "There are large 
opportunities in India," says Intel Capital President 
Arvind Sodhani. The "hot areas": mobility, WiMax and 
cellular application development. 

Intel Capital had invested in companies like Sasken, 
Subex, Indiainfoline and Sharekhan within months of 
entering India. The company, which does not dis- 
close investment figures, has now exited all of them with 
profits ranging from twice to four times the initial 
investment. It is now bullish on the Bangalore-based 
optical networking start-up Tejas Networks. But it's 
more than just a seed money provider; Intel Capital has 
bet $10 million (Rs 44 crore) on IT education provider 
NIIT and currently has an Indian portfolio comprising 
shares of about 40 companies. "These investments are 
driven by strategic value and we will continue to look 
at opportunities across the lifecycle of companies," says 
Sodhani. Intel Capital also sees itself as a mentor 
and matchmaker for companies with complementary 
technologies across its portfolio and sometimes nudges 
them into M&A deals for greater synergies. Intel Capital 
executives recently visited a dozen Indian companies 
and are expected to finalise investments in some of 
them over the coming months. 


Company insiders say this has led to significant loss 
of morale among staffers. Jones, however, emphati- 
cally denies this. *We continue to attract and retain 
the best talent in the industry," he says. 

That it will have to do. How it manages its human 
resources here could well hold the key to whether 
Intel India continues to punch above its weight. m 

REPORTED BY VENKATESHA BABU, 
RAHUL SACHITANAND AND 
ALOKESH BHATTACHARYYA 
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Having just emerged from its worst, four-year slump, the global 


increasingly looking at the booming Indian economy for growth. 


OME PLACEMENT 
season early next 
year, and the top 
business schools 
in India will play host to at 
least one unlikely recruiter: 
Korn Ferry; a global head- 
hunting firm. Traditionally 
seen as an industry that 
could make do with acci- 
dental talent, headhunting, 
or executive search as it is 
more formally known, is get- 
ting serious about recruiting 
early on and nurturing top- 
class talent. It’s easy to see 
why. As Indian companies go 
. global, learning to play by 
global rules of not just mar- 
keting but corporate gover- 
nance, executive search is no 
more about simply finding a 
willing candidate. The head- 
hunter of today must consider 
a variety of factors ranging from 
the company's values and cul- 
ture to ownership dynamics to 
future goals in order to draw 
up a list of attributes the candi- 
date must have and then go out 
find one and, invariably, sell him 
the job. The other reason why 
the top search firms are getting 
their act together is the sheer 
growth in the Indian market. Says 
Sanjiv Sachar, Managing Partner: 
“When India talks, Egon Zehnder International listens,” 
He isn’t exaggerating. While the Indian search 
market (for top management jobs) is a minuscule 
Rs 150 crore a year compared to America’s $4 billion 
(17,600 crore), it offers tremendous growth potential. 
For instance, over the last two years, the industry has 
been clipping at 48 per cent a year. Compare that, 
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with what’s happened globally in the search business. 
Between 2000 and 2003, it witnessed possibly its 
worst slump, brought on by a slowdown in the us 
economy. Revenues of top search firms shrank in 
double digits, average fee on mandates also dropped, 
and hundreds of consultants lost jobs. Things improved 
worldwide last year when revenue grew almost 20 





Hunters 


executive search industry is 
AMANPREET SINGH 


per cent, with all the major regions (North America, 
Europe, and Asia-Pacific) posting consistent growth. 
But the search firms seem to have learnt an important 
lesson during the slump, and which is to focus on 
booming economies like India and China. 

To be sure, some of the big global players like Egon 
and Korn Ferry (See The Executive Search Bandwagon) 
have been around in India for a decade now. But it’s 
only now that the industry is witnessing a burst of acti- 
vity. For one, firms like Spencer Stuart and Russell 
Reynolds are getting interested in India. For another, 
big companies seeking world-class managerial talent are 
also willing to pay world-class salaries. Therefore, 
with search for the employer becoming more expen- 
sive and crucial (according to an international rese- 
arch, inappropriate hiring can cost a company 24 to 
40 times the candidate’s annual salary), there’s 
greater willingness to invest time and money in it. 
“Today, search mandates are being given out by 
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Egon's Managing Partner Sanjiv Sachar: When 
India talks, says Sachar, Egon Zehnder 
International listens 


‘telecom, IT, 


THE EXECUTIVE SEARCH 
BANDWAGON 


ı Alook at the top 10 search firms in India. 


| ` ө Accord Group India: Founded by ABC Consultants BP 
- Agrawal, the search firm is affiliated to the Accord Group worldwide. 


In India, Accord has 20 consultants working on sectors such as 


Consumer goods, retail, pharma, If. media and manufacturing. 


e Moroni Group: This search firm started out in Delhi, and now 


` operates out of Chennai and Mumbai, with four consultants who 
focus on sectors such as manufacturing, technology, outsourcing, 
- financial services, infrastructure and telecom. 


€ Egon Zehnder International: The top player in pure-play 


CXO level search, Egon completes 10 years in India this year. It 
operates out of Mumbai and Delhi with 23 consultants, and has 


just added private equity to its roster of industries served 


оран Risk od i SN PETA йн 
shop in India in 1995, and is now looking at opening its sixth office 


` in Hyderabad after the other metros. Boasts of 50 consultants. 


and has service lines covering а host of sectors including pharma. 
services and retail. 


e Gilbert Tweed Associates: Set up in 1998 in Mumbai, it 
currently operates out of three offices, manned by 22 consultants ft 
- has service lines in 


ing, manufacturing, financial serv- 
ices, IT and KPO. Is looking to expand into retai and biotech 


e Heidrick & Struggles: World #1, H&S came to India pretty 
late—in 2001. Its offices in Mumbai and Delhi have just five 


consultants covering sectors like aviation, financial services and 


teal estate. It plans to hire consultants for media, consumer 


goods and IT. 

. Hunt Partners: An international firm with just one office in 
India, Hunt was set up locally by а breakaway faction from Horton 
International. Its three consultants focus on banking, financial 


services, FMCG, telecom and healthcare. 


© Korn Ferry International: A top three player globally, Korn 


Ferry came to India a year before Egon did. It has offices in Mumbai 


`. and Gurgaon, and has 22 consultants, three of them recently hired 
for consumer markets, industrial markets and IT. 


е Stanton Chase: Another global player, it's been in India for the 


last six years, and has 40 consultants catering to various industnes 


. such as pharma, financial services, IT and manufacturing. 


e Transearch India: Launched in 2004 by Atul Vohra and Uday 


r Chawla after they broke away from Heidrick & Struggles, it has 


ramped up from 10 people in Gurgaon to 24, with offices in Mumbai 

and Bangalore. Media, automotive and insurance are some of the 

industries it focusses on. 
| The listing is alphabetical 
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(From left to right) Soumen Basu, Executive Chairman, Manpower India; Shiv Agrawal, CEO, ABC 
Consultants; lain Herbertson, MD (Asia-Pacific), Manpower; and Tarun Bali, Executive Director, Manpower: 
Manpower goes shopping in India with ABC for opportunities in the direct staffing business 


operational heads rather than HR heads,” notes 
Bipaschit Bose, CEO of Prospect. Adds R. Suresh, 
Managing Director, Stanton Chase India: “We are tak- 
ing greater time to close deals and fee structures are 
becoming more complex.” 

Fatter fees and more complex assignments have got 
the firms scrambling. The big guns of search are inc- 
reasingly training their sights on cross-border work 
because even as Indian companies are going global, 
global companies are coming to India to set up oper- 
ations, back-end or otherwise. In fact, global work 
(meaning a mandate that either originates abroad or is 
concluded abroad) already accounts for 30 per cent of 
Heidrick & Struggles’ India revenue. “tr, manufac- 
turing and pharma are the three sectors that are driv- 
ing the industry’s global revenues,” says Arun Das 
Mahapatra, Managing Partner at Heidrick & Struggles. 
Stanton Chase, meanwhile, sees the Asia-Pacific region, 
where multi-ethnicity is a requirement, opening up 
for Indian professionals, and Egon claims to be doing 
a lot of repatriation work for companies in manufac- 
turing and financial services. 

With a variety of new industries arriving on the 
scene (private equity, retail, life sciences, KPOs are some 
of them), search firms are busy recruiting domain 
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specialists. Executive Access recently hired Rajiv 
Tewari, who’s done stints at Zee Tv and The Indian 
Express, to head its newly set up media vertical. 
Egon is adding private equity to its portfolio of offe- 
rings, and Gilbert Tweed is looking at retail and 
biotech. Some are even offering niche services like 
recruiting independent directors (called board con- 
sulting in industry lingo), and often the consultant on 
the job is the managing partner himself. “The money 
in it is small because board members don’t get top dol- 
lar, and correspondingly we get paid less, but it has 
tremendous potential,” says Deepak Gupta, Country 
Head and Managing Director, Korn Ferry India. 


The Opportunity Downstairs 

Despite the boom, there’s just one problem with the 
search business. It will never be as big as the oppor- 
tunity in middle or lower-level recruitment. For 
example, the largely unorganised business of mid-level 
recruitment is estimated at Rs 400 crore—that’s 2.5 
times the size of search. What’s more, it’s growing at 
50 per cent a year—a fact not unnoticed by global 
players. Early October, us-based Manpower Inc.’s 
Indian subsidiary tied up with ABC Consultants to 
acquire the latter's junior-to-mid-level placement 


The 


ecstasy minus the 


Business growth! It’s the result of better relationships 
with customers and suppliers, your ability to develop 
ynnovative products and services and achieve operational 
excellence. To sustain these high performance levels you 
have to change. You have to scale up your business 
processes in terms of automation and integration 


Ramco e.Applications enables growing businesses to turn 
into progressive enterprises that are adaptive and flexible. 
It is a globally accepted package with embedded modern 
management tools like the unique Extension Development 
Kit (EDK). It delivers what it promises and leverages 
existing IT infrastructure. It supports Indian statutory tax 
laws and gives you the extra edge to overcome 
competition. 


Implement Ramco e.Applications in your business and we 


guarantee that you will feel ecstatic. Your agony is over! 
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Stanton Chase India’s R. Suresh: Stanton is 
looking at Asia-Pacific, where it says 
Indian managers are in great demand 


business relating to IT, ITES and retail financial services. 
ABC, one of the oldest home-grown placement agen- 
cies, gets 26 per cent in the joint venture in return for 
transferring the Rs 20-crore worth of business to 


the joint venture. It will, how- 


ever, continue to operate inde- 
ред: in its other verticals such THE TOP P LACEM ENTS 


as manufacturing, engineering, 
pharma, and media. “In India, 
we see tremendous growth in the 
direct hire (read: junior to mid- 
level hires) space, as quality has 
become increasingly important 
in countries banking on services,” 
explains Soumen Basu, Executive 
Chairman of Manpower India. 
Right at the bottom of the rec- 
ruitment food chain is the temping 
or contract staffing business. 
Unlike executive search, which is 
partner-driven and small-volume, 
staffing works like a recruitment 
factory—low profit margins, but 
high throughput. Most of the 
international staffing companies 
in India—be it Manpower, Vedior, 
Kelly Services or Adecco—have 
acquired local businesses to get a 
toehold in the market. For ins- 
tance, Vedior entered via Ma Foi, 
Kelly Services through BTI 
Consultants, Adecco acquired 
PeopleOne, and Manpower 
bought ABC's direct hire business. 
Today, the size of the tempo- 
rary workforce in India is estimated 
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Big-ticket mandates have now become 
commonplace in India Inc. Here's a sample: 


Who: S. Surya 

For Whom: Infineon Technologies 
By Whom: Russell Reynolds 

For How Much*: Rs 3 crore 


Who: Siddharth Pai 

For Whom: Technology Partners Intl 
By Whom: Hunt Partners 

For How Much*: Rs 1.6 crore 


Who Dinesh Chandiok 

For Whom: Anil Dhirubhai Ambani Enterprise 
By Whom: Stanton Chase 

For How Much*: Rs 1.5 crore 





Who: Neelam Dhawan 

For Whom: Microsoft 

By Whom: Egon Zehnder 

For How Much*: Rs 1.5 crore 


Who: Padma Ravichander 
For Whom: Perot Systems 

By Whom: Stanton Chase 

For How Much*: Rs 1.3 crore 


*|ndicates annual salary package Source: Industry estimates 





Korn Ferry India's Deepak Gupta: Board 
consulting is another thing Korn Ferry 
does in addition to executive search 


at about 100,000—a fraction of the organised sector's 
280 million headcount. Globally, say experts, 3 to 4 per 
cent of the workforce comprises temporary workers. 
Therefore, with companies hiving off non-core activi- 


ties, temping is expected to grow 
by leaps and bounds in India. By 
some estimates, it could soar to 8 
million by 2010. Because the 
temping agencies take on the role 
of an employer, companies find 
the deal very convenient—never 
mind that temping is still a regu- 
latory grey area. ^We greatly help 
in reducing frictional unemploy- 
ment and also reduce attrition 
because of the organisational sup- 
port," says Ashok Reddy, 
Managing Director, TeamLease, 
India's biggest temping firm. *We 
add liquidity to the labour mar- 
ket," adds Ajit Isaac, Managing 
Director (India and Middle East), 
Adecco PeopleOne. 

As companies in India expand, 
the recruitment industry on the 
whole will continue to grow. The 
executive search firms will do 
more of cross-border and value- 
added work, while the direct 
staffing and temping agencies feed 
the service sector's hunger for 
workers. But whether the indus- 
try's heady growth is good enough 
to lure talent from India's top 
B-schools is something Korn 
Ferry's Gupta will soon find out. m 
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John S. Clarkeson 


Co-chairman/ The Boston Consulting Group 
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OHN S. CLARKESON, CO-CHAIRMAN OF THE BOSTON 

Consulting Group (BCG), bas visited India and 

China at least a dozen times each over the last 

decade. And every time, be says, be's been amazed 

at the transformation in the two countries since 
his previous visit. Clarkeson was in Hyderabad on 
September 24, 2005, to attend tbe 32nd National 
Management Convention of tbe All India Management 
Association. He squeezed time out to speak exclusively 
to Business Today's E. Kumar Sharma Excerpts: 


Where does India fit into BCG's global scheme of things and 
how important is it? 

In mature economies, we have lots of client relationships 
that are stable and growing in those markets. But in a 
market like India, which is still to reach full maturity, 
we are not quite sure which clients will turn out to be 
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t Wasn't 
There Before" 





the most important. But we do know that it is a very 
important market because interesting things are going 
to happen here. You need to know perhaps a little his- 
tory about BCG. We opened an office in Japan in 1964, 
years before the world understood what an impor- 
tant role it would play in the global economy. The 21st 
century is obviously going to be about information 
exchange and it's pretty obvious to everyone that 
India is already a very serious player in this area. So, we 
are here because we believe that India presents an at- 
tractive opportunity for us. 


BCG has large practices in India and China. What are the 
landmark changes that you have noticed in these countries? 
When you revisit China after a year or two, you have 
to pause to get your bearings right once again because 
the whole skyline has changed. That's not the case in 


India because you don’t see an enormous amount of 
physical change. But there is a less tangible, more psy- 
chological change that is becoming apparent here now. 
In my conversations and discussions with Indian busi- 
nessmen, I see a dynamism and self-confidence that 
wasn’t there before. And the fact is that in the last six 
years, India has emerged as a formidable competitor. 
Indian businessmen feel that a contest with a large 
multinational, whether here or abroad, is something 
they can actually win. That to me is the most significant 
change. India’s IT story is well known. But you also 
have manufacturing companies that have, for ex- 
ample, gotten their quality up to Japanese standards. 
They are increasingly making their mark in the export 
market. I don’t think very many people would have 
expected this to happen 10-15 years ago. It’s a vir- 
tuous circle and it takes time to build up critical 





mass. We haven't really seen anything qu 
in the 20th century with the exceptior 
and potentially, this is a much bigger 


By when? 

Not in 10 years maybe, but 
Demographics and growth rates seen 
subject, of course, to the rider that nothin 
country less attractive as an investment d 


What do you feel Indian companies should do to succeed 
the global environment? 

At a very general level, you need to be able 

the strengths you already have. We alr 

what those are. India can produce sophist | 
ucts at remarkably low costs. The questior 

discern the right opportunities around t 
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you can compound your advantages. I think that requires 
some understanding of global market dynamics. You 
have to compete in the developed world because that is 
where some of the best competition is. You should do that 
now because competition is what makes companies 
great. But there are also these ‘in-between markets’ that 
are neither developed nor underdeveloped, which pres- 
ent Indian companies with great opportunities to thrive 
and grow. The trick will be to get this mix right. Within 
the next 10 years, I think, it will become quite clear which 
Indian companies have worked out this new balance. 


How can Indian manufacturing companies become world 
beaters in the same league as Indian service providers or 
China-based manufacturers? 

In some industries, particularly among small manu- 
facturers, you are not producing enormous numbers. 
That has to change. It is possible for India to become a 
very flexible manufacturing source. The country is 
very good at improvising low-capital intensive manu- 
facturing today and, | imagine, will continue to do so 
in the future. So you need to make a distinction be- 
tween those industries where mass production is 
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the only way to go and those where some 
intermediate forms of flexible manufacturing could be 
a better way of realising value and focus on the latter. 


Any particular sector? 

You need to break down the supply chain of the whole 
world to figure that out. Auto parts could be one. In the 
Us, small companies are springing up to make bicycle 
parts. You would say, *hey no, how can they possibly 
compete with mass-produced components made in 
China and Japan?’ But they're not in that game at all; 
there is a huge market for custom-designed bikes which 
need small changes in size and design. India should 
be all over that market. I don't know if it is. A day will 
come when all these little shops in California come to 
India looking for components. Right now they are 
making them themselves. 


A recent BCG report says 'people businesses' recorded 
some of the highest growth rates in advanced economies. How 
can India cash in on this? 

Clearly, the growth in developed economies is in- 
creasingly coming from services. It doesn't mean that 
there isn't a demand for physical goods, but services 
now account for a larger portion of the pie. The 
essence of service is that it can't be industrialised; peo- 
ple account for a large portion of the cost structure of 
the services industry. The problem is, western ac- 
counting has no way of treating people as assets. We 
have wonderful systems for physical business assets, but 
we don't have a system of measuring assets when they 
are human. Our research on ‘people businesses’ is all 
about measuring people with the same rigour that we 
have historically applied to asset-based businesses. We 
have to come up with a new matrix that is not a re- 
flection of the old industrial age but more suited to new 
age services. What is terribly interesting for India is that 
it is competitive in several industries that, historically, 
it wouldn't have got into until later in its own devel- 
opment cycle. It is thanks to electronic telecommuni- 
cations that India is now a serious player in a very late 
stage service business like IT. So, in the knowledge 
sector at least, India is posed with some very 21st 
century challenges on to how to figure out the best ways 
to measure, manage and organise people businesses. 
Several new opportunities will be up for grabs, and it is 
reasonable to expect that India will have the experience 
and the insight to actually do a better job of managing 
some of these (than other competing countries). That 
is another reason why what is happening in India is very 








exciting for the rest of the world. 


BCG advocates that HR should not be seen just as a support 
function. Why? 

HR has always been a support function. I would 
rather say that there are businesses in which it has a 
strategic role as well. Your ability to manage people, 
maybe, is what distinguishes you from the competition. 
Let us take a hypothetical example: a company ac- 
quires raw material, designs a product, assembles it and 
delivers it to the client. You can outsource every one 
of these functions to a greater or lesser degree. So what 
is acompany? A company comprises a group of peo- 
ple which has a creative insight about how it can use 
all these resources that are available in the world to 
solve a particular customer’s needs in a creative way. 
That is the only part you cannot outsource and that 
function has to be one that the company is superb at. 
Crucially, that function has to do with attracting the 
right people and getting them to work in a collabo- 
rative way. Yet, you also have to manage this network 
that you have formed for the work you are not do- 
ing in-house anymore. As a result, people become the 
real assets. So, a company must have a strategy for at- 
tracting the right people and retaining them; it is very 
easy for them to go across the street and do the 
same thing for someone else. Creating an atmos- 
phere in which they say: ‘Pd rather be here than any- 
where élse, becomes essential and takes a lot of 
skill to create. That’s where the human resource 
function takes on a strategic dimension. 


How receptive are companies to this? 

I don’t think this is hard to sell in the developed 
economies. Many functions have grown in impor- 
tance in the last couple of years. The two that come to 
mind immediately are rr and HR. The latter now is more 
than simply benefits, payroll, promotion and evaluation. 
It is much more common for CEOs to spend time with 
the head of HR than was true, say, 10 years ago. 


You have often emphasised the role of the leader. While on the 
topic of HR, can you elaborate on your views on leadership? 
Leaders are traditionally thought to be strong people who 
set the direction and policies of the organisations they 
lead. It's a top-down model. But this may not work in a 
knowledge society. Today’s leaders have to create or- 
ganisations in which all levels of the hierarchy have to 
contribute to the tailoring and adaption of a common vi- 
sion. This obviously can’t come from a single brain. 








What has BCG's experience in India been like? 

We have to advise our clients not about how things 
were or used to be but about how they are going to be. 
To do that, we had to be here as early as possible 
and we had to develop as much insight as we could 
into how things are going to develop. We are here 
also because we believe that India presents an at 

tractive opportunity for us; we have to understand 
its potential and explain that to our clients around 
the world. When we entered the country in 1995, 
most of our clients looked at India as another mar 

ket in Asia. That has changed significantly. India is 
now looked upon not only as a market but also as a 
competitor and a resource base. 


What are your personal thoughts on the country? 

I have already talked about the change on the business 
side. But I must add that I haven't confined myself to 
Delhi and Mumbai only; I have also seen a lot of the 
Indian countryside and visited villages; they haven' 
changed much. Yes, you can get on to the internet, there 
are the mobile phones, and so on, but physically, the 
country hasn't changed much compared to China. ш 
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Back In The Red 


A small current account deficit is not really a cause 
for worry, but it will definitely hurt the rupee. 


UT YOUR COAT ACCORDING 

to your cloth. It’s a lesson 

we all learnt as children. 
And it’s a lesson we have all 
forgotten as adults. Collectively! 
India (and Indians) is on a cons- 
umption binge. We are buying more 
than we can produce, and spending 
more than we can afford. Result: a 
current account deficit of $6.2 bil- 
lion (Rs 27,280 crore) for the first 
quarter (April-June) of 2005-06, 
compared to a surplus of $3.3 bil- 
lion (Rs 14,520 crore) during the 
corresponding quarter last fiscal. 
At this rate, the deficit for the whole 
fiscal may cross $25 billion (Rs 
1,10,000 crore); that’s 3 per cent of 
India's gross domestic product (GDP). 
A country’s current account is in 
deficit when it imports more goods 
and services than it exports. Inc- 
identally, India had enjoyed a 





Commerce Minister Kamal Nath: 
More on his plate 
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surplus in its current account over 
the previous three years. 

But wait; don’t reach for the 
panic button just yet. A country’s 
economy differs significantly from 
a household or corporate budget. 
Over-consumption, which can have 
disastrous consequences for the 
solvency of individuals, is actually 
good for countries; and a mere 3 
per cent deficit is considered man- 
ageable. The us current account 
deficit is $650 billion (Rs 
28,60,000 crore), nearly 6.5 per 
cent of its $10-trillion (Rs 
4,40,00,000 crore) GDP. 

Says Ajit Ranade, Chief Eco- 
nomist, Aditya Birla Group: “For a 
growing economy like India, a small 
current account deficit is no cause 
for worry. It can spur growth, pro- 
vided it is used for importing capital 
goods.” Moreover, the $140-billion 
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A New Alliance In The Works 


An FTA with South Africa and Brazil could ramp up trade. 


p SOUTH AFRICA AND BRAZIL 
are allies in the World Trade Org- 
anization (think G-20). Trade and 
Commerce ministers of the three 
countries meet regularly to fine- 
tune strategies to extract conces- 
sions from tight-fisted developed 
nations. And now, they'll have 
something else to talk about as 
well—an India-Brazil-South Africa 
(IBSA) Free Trade Agreement (FTA). 
Says Rakesh Kumar, Additional 
Secretary, Ministry of External 
Affairs: *India is looking at ways 
to enhance trade between the three 
countries." There's certainly plenty 
of room for that. *We can ramp 





up trade with these two nations 
from $6 billion (Rs 26,400 crore) 
now to $10 billion (Rs 44,000 crore) 
by 2007-08," he adds. 

*An FTA with Brazil will give 
India a toehold in the MERCUSOR 
bloc," says Prasad D. Ranade, 
Director, Research, at Jaipur-based 
NGO CUTS International, who is 
closely associated with the IBSA pro- 
gramme. MERCUSOR is a common 
market formed by Argentina, Brazil, 
Uruguay, Paraguay, Chile and 
Bolivia. “We can import ethanol 
from Brazil," he adds. And India 
can provide Brazil with rr and bio- 
technology solutions and help 


(Rs 6,16,000-crore) forex kitty 
more than cushions the country 
against any negative fallout of the 
deficit. 

But what items are we splurging 
on? The government is still col- 
lecting precise data. All it now 
knows is that the huge $15.8 1-bil- 
lion (Rs 69,564 crore) merchan- 
dise trade deficit in the first quarter 
is attributable more to non-oil im- 
ports, which grew by 77.9 per cent, 
than to oil imports, which grew 31 
per cent growth. 

But a J.P. Morgan report says 
the current account deficit will put 
pressure on the rupee because it im- 
plies a greater dependence on inflows 
of foreign capital to bridge the deficit. 
It adds, however, that any decline in 
the value of the rupee would force 
the Reserve Bank of India to inter- 
vene in the market. It seems India Inc 
will have to learn to live with a 
falling rupee that won't go as far as it 
does now. But if higher imports lead 
to greater growth, it will be a small 
price to pay. 

ASHISH GUPTA 


develop its processed foods’ industry. 
An FTA with South Africa will 
give India access to the Southern 
African Customs Union—a com- 
mon market comprising South 
Africa, Botswana, Lesotho, Namibia 
and Swaziland—and its vast natural 
resources. The region offers a huge 
market for Indian textiles, software, 
biotechnology and drug companies. 
Huge distances, lack of awareness 
about these countries and language, 
however, could be barriers to real- 
ising the full potential of the agree- 
ment, but experts feel the colour of 
money, and a little effort by the 
three governments, can neutralise 
these hurdles. The IBSA programme is 
currently at the drawing board stage; 
a draft blueprint will be ready by 

late next year. 
ASHISH GUPTA 










Up, Up and Up 


FDI flows may touch an all-time high of 
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"Токо нук is SAYS INDIA I5 ONE OF THE 
top three most favoured destinations for foreign direct 
investment (FDI). Unfortunately, the figures don't bear this out. 
Total FDI inflows into India was $5.33 billion (Rs 23,452 crore) 
in 2004-05 compared to $60 billion (Rs 2,64,000 crore) in 
China, $96 billion (Rs 4,22,400 crore) in the us and $78 billion 
(3,43,200 crore) in the UK. 

But performance may at last be catching up with potential. 
The government is expecting $6.5 billion (Rs 28,600 crore) in FDI 
this year on the back of a fast growing economy, large foreign 
reserves, low inflation, stable political conditions and strong 
macroeconomic fundamentals. This will mark a new high in for- 
eign investments in the country, surpassing the 2001-02 peak of 
$6.1 billion (Rs 26,840 crore). “Inflows have already crossed $1.6 
billion (Rs 7,040 crore) in the first four months of the current 
year, a 40 per cent increase over the corresponding period last 
year,” says Ajay Dua, Secretary, Department of Industrial Policy 
and Promotion, Ministry of Commerce. 

The government still hasn’t collected detailed data on the 
inflows, but officials says sectors like automobiles and auto com- 
ponents, refineries and non-auto engineering are driving this 
uptrend. The floodgates could open once the retail sector is 
thrown open to FDI, say officials, adding that opening up the food 
processing sector could be the thin end of the wedge. “FDI in the 
back end (cold storages, factories, etc.) is only the first step,” they 
confess. “It will, thereafter, only be a matter of time before the 
front end (food retailing) is opened up.” 

Officials also believe that the signing of the Comprehensive 
Economic Cooperation Agreement with Singapore will result 
in greater inflows than has been the case from Mauritius. ш 

ASHISH GUPTA 
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Australia ahoy. 


In the year 1995, just 300 Australian visas were issued in India for students - today there are over 22,000 students from India 


studying in Australia - 


à number predicted. by the "Global Student Mobility" in the Year 2000 for this year. and very accurately 


achieved as well. The prediction is that there will be over 80,000 Indian students studying in Australia in the Year 2025! 


hat would have seemed just numbers on paper a few years 
ago, is today a reality - What has been the cause for this 
dramatic increase in the demand for Australian Education? 
Why are more and more Indian students choosing Australia as a 
preferred study destination? With new study fields emerging 
everyday, what is it about Australian Education Programs that is 
attracting the Indian student today? 
It's not only for India, but hundreds & thousands of students from 
around the world are choosing Australia as their preferred study 
destination. The reasons for Australia gaining popularity as a study 
destination are 
Australia offers an internationally 
recognized pee and training system providing world class 
opportunities for international students. Major employers and 
professional organizations around the world recognize Australian 
qualifications. The pursuit of excellence is an important part of the 
development of knowledge and research at Australian institutions. 
Through vocational education and training, Australia provides skills 
required for the successful operation of business and industry. 
Australia is continually refining and redefining its education and 
training system while retaining the best of traditional values, meeting 
the needs of students, while they study, beyond their education. 
Australian institutions offer 
high quality education and training courses of increasing importance 
and relevance for students. The Undergraduate and Postgraduate 
programs cover a broad range of disciplines ranging from arts, 
computers, engineering, health sciences and law. The vocational 
education & training courses range from hospitality, accounting & 
applied sciences to business studies, marketing and tourism, in 
response to the need of the student and the industry requirement 
у | Qualifications. Australia has a nationally 
consistent yet flexible framework of qualifications in the secondary 
school, vocational education and training and university sectors. 
Australian Qualifications Framework. These 
qualifications are linked so the students can advance from one level 
to the next. The AQF is endorsed by the Australian Government and 
recognized across Australia 


This is called the 


mpctitive Tuition & ( Comparatively, Australian 
education is economically more favorable than the US or UK. Both 


International H 





the tuition fee and living expenses are found to be lower in 
comparison to other destinations for international students in a 
recent Australian Government study. 
jucat Out of 41 Australian 
Universities, 39 are government owned - which means that the 
courses offered to international students are of a high educational 
standard with protection on the fee structure in favor of students, in 
compliance with laws relating to the approval and registration of 
courses. 
| All international students are allowed to work up to 20 
hours per week during their semesters and full-time during 
vacations. Assistance is given by the Institutions to students to gain 
an employment opportunity. 
) Australia is one of the world's 
most diverse multi-cultural societies. The warmth of Australians and 
their pro-Asian attitude helps students from India to adjust in their 
new environment. Australia is also a safe country compared to other 
foreign destinations in the world. 
With an increasing number of Indian students making a successful 
mark for themselves in Australia and in other parts of the world, the 
growing satisfaction of students for education programs is reflected 
in surveys and an ever growing network of international alumni 
demonstrates the success that accompanies an Australian education 
(Article Courtesy : Renu Patras, IDP Education Australia] 
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" Australia promotes the fact that it 
has a quality assurance framework 
that all institutions need to go 
through to take in foreign students. " 


Interview with 
Mr. Anthony James Pollock, 
CEO IDP Australia 


t. Before becoming CEO of IDP. Australia, you were Vice 
President of Monash University. How have your activities evolved 
at IDP, Australia? 

My relationship with IDP has been as an observer, participant, 
customer, board member and now CEO. From being IDP's biggest 
customer, | have become their CEO. Because of my background, | 
have a good understanding of what the clients and students want. | 
believe that we deal with people as individuals and deal with 
individual needs. It may be assistance, information, support or 
diagnostics and testing. My focus will be on ensuring the IDP 
business proposition evolves to address the present circumstances. 
2. For nearly two decades, you have worked to develop several 
aspects of international higher education in Australia. What 
significant changes (in education, profile of students) have you 
observed over the years? 

There is a higher proportion of international students, more Feeder 
programmes that lead to universities. We want to remain focussed 
on building relations between students. Students from Australia 
build relationships that extend over a lifetime. Students who study 
together and then join the civil services and industry in their country 
of origin interact and have professional and business relations with 


BUSINESS 
be part of a leading „ 
learning community T ® 


The Faculty of Economics and Business at the University of 
Sydney is the first in Australia to have two accreditations by 
the US-based AACSB International, as well as accreditation 


from 


the European Foundation for Management 


Development (EQUIS). 


These accreditations 


put us in company with leading 


) institutions worldwide and provide an assurance of ongoing 
commitment to excellence in education and research. 


The World's Top 200 Universities 
Ranking from The Times Higher Supplement, November 5 2004 
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Carnegie Mellon University 
Hong Kong University 
Sydney University 

Indian Institute of Technolog 


y 
= Hong Kong University of Sci and Technol 


Nilesh Budhani, Professional Accounting 
"In terms of education | find the University excellent, the 


lecturers are helpful and ki 
has changed considera as a result of having 
come to the University of Sydney. | have found 
/ am quite focused in my studies, and have a 
clear plan of what | want in life. | feel like | know 
where I'm heading in the future.” 


. My life 


For further information email us at info@io.usyd.edu.au or 


visit our website. 


= www.econ.usyd.edu.au ——— The University of Sydney — 
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each other which in turn develops a strong geopolitical environment 
and good commercial relations. 

3. What is the USP of Australian education system. What are its 
inherent strengths that you are promoting? 

People are finding Australia an accessible, attractive, stable and 
secure destination. Educationally, we offer programmes in a 
structured and coherent fashion. Our courses offer a global 
professional mobility that is unquestioned. 

Australia promotes the fact that it has a quality assurance framework 
that all institutions need to go through to take in foreign students. 
Students tuition is also guaranteed and protected. In short, there is 
emphasis on human protection. 

Counselors offer impartial advice - not just what the student wants 
but what is good for the student including courses, other university 
options to match the capability, budget, inclination of the student. 
The main area where IDP scores is that it ensures that the advice 
focuses on individual needs - what the student is qualified for, 
interests, timing, family plans at that particular time. 

4. Over the next decade, the number of students from India is 
expected to rise to around 80,000. What plans do you have on the 
anvil to attract these students and more? 

Universities will have to develop new and well-designed programmes 
in areas like Biotech, Media, IT, individual and industrial psychology, 
which have become the main focus in the last two decades. 
Institutions will need to have the best student support systems and 
maintain them. IDP can step in to provide a wider range of support 
services especially for the smaller schools and colleges. 

With emphasis on India, Australia has a demographic dip in 25-year- 
olds range and so we are looking to match people's aspirations with 
our national requirements. Competing for the best and the brightest 
from India and China will be the biggest challenge of the 2 Ist century. 
5. What are the challenges in managing and promoting a multitude 
of education streams in different countries and meet the 
expectations of the stakeholders, 

Australia has the potential to provide students with a range of study 
streams; IDP can identify the students and the universities will have 
to be partners and participate in the promotional roadshows and 
exhibitions. At the end of the day it is a partnership - students know 
what they want and expect it from someone reliable; universities 
know that IDP has their interests at heart and they appreciate the 
fact that we can generate inquiries and interest among foreign 
students for studying in Australia. 

Our counselors have visited Australia and can give solid advice and 
run individual students through all the available options. They can 
advise on smaller towns, smaller classes, more integration and more 
attention where students can imbibe valuable experiences instead of 
choosing the obvious. 








> | Students can lodge an eVisa application if he has а conditi 
offer and is confident of fulfilling the academic conditions listed 
the letter of offer 


The eVisa system is an initiative by DIMIA to improve its service to The earliest date for lodging an application is 4 months bel 
clients and efficiency of its resource management. eVisa is an the course commencement and preferably no later than 6 we 
implementation of GWI (Global Working Initiative) to provide: prior to course commencement 
Greater consistency and quality of decision making Current average processing time is 3 weeks for electroni 
Better client service approval by DIMIA Adelaide and | week for visa label endorsement 
To apply for a Student visa online a student must have: by DIMIA New Delhi. Students can check their status online onc 
A current Indian passport valid for at least 6 months. they know their Transaction Reference Number 
An Electronic Confirmation of Enrollment for the principal Students will be able to lodge application only through 
preliminary courses eVisa agents Courtesy - IDP Education Aust 


® An acceptable credit/ debit card to pay visa fee of A$ 420 
















ET The University of New South Wales (UNSW) dint 
Application lodgement If visa is granted, international universities attracting outstanding, scholars and stude und 
using at least one Ecoe Onlin passport to be sent to | the world. UNSW was established in 1949 and has fx be it оа 
: ; Ре > students since 1951. In 2007 UNSW will open its im; nga 
(even if offer is conditional) " ч New Delhi ойе The University has a large and diversc inte ач al staden poputat p мит 
Status over 130 countries with more than 400 students from ind $ 
Inquiry edi 
Tel 1 Today, approximately 1 in 5 students at ihe University co 1 "t 
Payment of On Decision notified by A of our recent students are the children. and the grondchid { UNS nga! 
Visa Application Charge fitoret Adelaide through e-mail international students 
using International credit Cand nterne UNSW is widely regarded forsjts teaching excell иу " “айо 
UNSW offers the highest quality of education and degr bla SW ar 
recognised worldwide. UNSW is consistently ranke н Austral ading 


Complete subclass and country 
checklists, financial details. 


Send key documents t9 | research institutions, with a growing, reputation Yum А I ing 
Adelaide withi f quantum computing. photovoltaics, interactive cinema. sx di 
laide within 48 There are a large number of programs avallabi T и it 


qualifications ranging from the Bachelor degree kwel h 
level. UNSW is committed to an international focus, beleving 13 اا‎ 
important to be open to the world through educar nd reses mth 
[Bownload medical forma) E member of Universitas 2 1, an international alliance of 17 leadis erst ! 
Шз medicals iz? countries, UNSW has access to a framework for vipemationg sors and 


exchange of expertise and experience 
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Specialization and Scope for Research 


he Australian Government makes a major investment in 
research, science and innovation totalling over $5 billion in 
2003-04. A National Research Priority (NRP) Standing 
Committee has been established to assess agency progress in 
implementation of the NRPs and report to the government on 
that progress 
National research 
Cost of Study in Australia 
Australia offers excellent value for money, with living 


priorities will enhance 
the quality and impact 


[реал apt Pus considerably less expensive у our research effort by 
P DU NOST Ds building critical mass in 
The tuition fee varies from University to University and these areas and by 
from course to course. promoting collaboration 
_ MBA AUD $15000-40,000 between research 
i "cin ape mee organisations and with 
Hospitality AUD $14,000-18000 industry. 
Living expenses AUD$ 12,000 p.a. (approx) The Australian 
Research Council 


(ARC) is the primary source of advice to the Government on 
investment in the national research effort. The ARC supports the 
highest quality research and research training through national 
competition in all fields of science, social sciences and the 
humanities; It also brokers partnerships between researchers and 
industry, government, community organisations and the 
international community. 

The term "e-Research" embraces those virtual environments that 
facilitate real research collaborations of multi-disciplinary, inter- 
disciplinary, or intra-disciplinary and large or small scale nature 
involving researchers and research organisations, nationally and 
internationally. The ARC has introduced under its a pilot funding 
scheme in e-Research, designed to provide incentives to researchers 
to overcome the initial high barriers of adoption of the e-Research 
methodology. State governments, Universities, and research 
institutions/organisations have also separately invested heavily in e- 
Research infrastructure (physical and intellectual) to ensure Australia 
is participating effectively in global e-Research activities and our 
research sector remains internationally competitive. 

Two frameworks for publicly funded research are being developed in 
consultation with universities and publicly funded research agencies 
- a Research Quality Framework to measure the Quality of research 
and its benefits to the wider community; and a Research 
Accessibility Framework to ensure that information about research 
and how to access it is available to researchers and the wider 
community. The Government is providing, $2.8 million over two 
years to support the development of the frameworks. 


Edith Cowan University 





j Edith Cowan University (ECU). is one of the Asia / Pacific's leading education institutions with regards to 

technology development. ECU is currently expanding ts IT facilities for students with site works beginning on 
3 new $35 million library complex at its flagship Joondalup campus with an internet café. IT centre and 
megalabs, 


Located WA's capital city, Perth, it is the fist university in the Asia-Pacific region chosen by IBM to showcase 
Ms technology, research and business expertise. ЕСИ President Millicent Poole says ECU is among, the first few 


4 їп the world, to install a Nortel Mesh Network enabling unparalleled wireless technology use on the university’ 


four campuses. 

“The IBM deal has created an alliance with ECU for 10 years," says Professor Poole. "Our new ECU Advantage 
Program in conjunction with IBM now gives students affordable access to pre-configured wireless ThinkPad 
laptops for use in the classroom and anywhere on campus." 

The ECU Advantage program follows successful pilot studies trialling the use of wireless technology in classes, 
IBM is funding ECU scholarships and research, including appointments such as a new IBM professorial chair in 
Computer and Information Security to tackle the growing global problem of information terrorism. 


International Higher Education 





All Universities outline their research programs on their websites. | 
National research profiles and programs are described in the website 
of the Department of Education Science and Training, \ 
www.dest.gov.au 

(Courtesy : Australia Education International) 
Scholarships 


Papular & Emerging Study Trends 


is з PAPS, ^ Some of the study streams attracting India students 
international students include the following courses: 
in Australia are ful- Ша * Banking & Accounta 
fee paying students not = Management Media Studies 
covered by any Engineering * Film & Television 
scholarship. Prospective Computer Science * Graphic Design 
students should be aware — *Blo-technology * Advertising & PR 
that thé: hunier 2d Health Services “Vocational Education 
= Dentistry & Training 
scholarships available for а Public Health * Hair dressing 
international students is = Hospital Management = Commercial C 
limited and the * Physiotherapy = Patisserie 
competition is intense. Hospitality * Air conditioning 
Students — considering fitu & Refrigeration 
© — SArchitecture ® Music & Dance 
applying for a scholarship гау = Nursing 


should ensure they meet 

the selection criteria of specific scholarships, fully understand the 
terms and conditions of the scholarship, and apply by the closing 
date specified 

For information on scholarships students can use the Scholarships 
Database at the www.studyinaustralia.gov.au website. It contains the 
most accurate, reliable and searchable list of all scholarships 
supplied by Australian-based organisations, institutions and 
government bodies available to international students studying or 
planning to study in Australia on student visas. 


What does the university of 
the future look like? 





h Cowan University (EOU) does today Beceuse in а 


e< with ECL in a лука аб 





toti Qi rh Ara pa 
yert 





Australian universities offer a range of postgraduate scholarships to 
international students predominantly targeting Doctoral and Masters 
Degrees by research. The course of study and financial support is 
determined by the university. The Australian Government 
Department of Education, Science and Training, website can link 
students to the relevant university for more information about 
particular scholarships 

International and charitable organisations offer scholarships for 
international study. Students must apply for these scholarships in 
The 
Commonwealth Universities website provides a scholarships guide 


their home country, not in Australia Association of 


for Commonwealth postgraduate students offered by 
Governments, Rotary International, World Bank, World Health 
Organisation, Asian Development Bank, United Nations, 
Rockefeller Foundation and other organisations 


The Australian Government's Endeavour Programme Research 



















































Awards is an initiative that aims to 





€ Strengthen bilateral ties between Australia and 





countries 






Queensland University of 


Technology is one of Australia's 
leading and most innovative 
universities located in the very heart 
of Brisbane, Australia's fastest 
growing capital city. 


real 
careers 


Why choose QUT? 

1. Highest graduate employment rate of 
Queensland universities 

2. Strong links with key global industry 
leaders such as Boeing, Microsoft, 
Infosys, and Oracle 

3. Internationally recognised programs 
that combine theory and practice — 
essential for preparation for the world of 


work 


4. State-of-the-art facilities and virtual 
services supported by specialised 
international student services 

5. Australia's No. 1 institution for applied 
collaborative research centres 


www.qut.edu.au 
qut.international@qut.edu.au 


Queensland University of Technology 
GPO Box 3279 Brisbane QLD 4001 





QUT - Top Australian business school accisimed ir india — Brishane 
Graduate School of Business 

Brisbane Graduate School of Business (BGSB) has been selected as one 
of the worlds top Business schools ucconfing to kiai leader W 
Management Entrance training. IMS resourt 

As an integral part of Queenstand Univers Technology (QUT) 
BGSB is ranking well across the board. The schoo! & Queensland e (зї 
to be listed in the world’s Top 100 MBA programs by wd oun 
Financial Times annual 2004 rankings 

ОЧТУ, International Coordinator in india, ^ wi Modi. sttrübuted 
the school's success to a commitment | nng internation 
accreditations, strong ties with goba business sad industry, and foc 


on both theory and practice 

BGSB has exchange agreements with some of India's bes Bosiness 
Schools, including the Indian Institute of Menagement’s (UM) in 
Bangalore, Calcutta and Lucknow 


Head of School Professor Evan Douglas said the alliances with the ПМЕ 
will enhance the school's growing reputation amongst (я nterrued 
in undertaking, their MBA in Australo 

QUT has also gained a reputation for deleting im жасу) 
courses im information technology. creative industrits. engineering 
design and architecture. The aniversity has song Dnis with top П 
global companies such as Sunsystems, trifos rack Microsoft 


and has conducted short courses in SAP trainin 
ә Showcase Australia 
sector to the world 

e Strengthen mutua 
between the people of par 
countries 

€ Further develop Award 
knowledge and skills ir 
study 

® Create/strengthen linkag 
Australian ligher 
institutions and institut 


participating countries 





There are two awards a 
Indian Students wishing t 
Research studies in Aus 


the Endeavour Programm 


relly e Endeavour 
Postgraduate Research S 
e Endeavou \ 





Postgraduate Student Av 


CRICOS NO 00213J (Courtesy : Aus 
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ay Less Tax, 
ELSS gives you the same tax shield as any other instrument, 

but much higher returns. AMANPREET SINGH 
UDDENLY, THERE’S A BUZZ Kumar. In the long term, bull and 
about ELSS or equity- bear runs even out, and one can 
linked savings schemes. realistically expect 12-15 per 
And it does not take a cent annual returns. Proof: 
rocket scientist to determine according to Value Research 
why. “ELSS is the only all-eq- Online, ELss have given re- 
uity tax-saving scheme,” says turns of 71.49 per cent over 
Dhirendra Kumar, CEO of the last year compared to 
Value Research. What this 62.52 per cent by diversified 
means in layman’s terms is: funds. No wonder, almost 
you can invest up to Rs 1 lakh every MF worth its name has 

per annum in this mutual fund— launched, or is in the process of i 

which can give much higher re- launching, such schemes (see Tried 

turns than any other tax-saving and Tested...). 
instrument—and claim the entire amount "[nvestors need incentives and good 
as a tax deduction. A caveat: ELSS have a three- offers," says Sandesh Kirkire, CEO, Kotak 
year lock-in period, so don't invest in them if you Mahindra Asset Management Company, which 
want liquidity. “But it is this lock-in that gives fund man- launched an ELss on September 29. The incentive 
agers time to plan their investments better,” says comes in the form of a free life cover for investors who 
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put in a minimum of Rs 10,000. 
Kirkire thinks that there is an ap- 
petite for life insurance across all in- 
vestor categories and that the free 
add-on will be a big hit with cus- 
tomers. But Kumar thinks other- 
wise. “Life insurance is very im- 
portant and should be treated sep- 
arately from other investments,” 
he feels. There can, of course, be lit- 
tle objection to such add-ons be- 
ing a second life insurance; the first, 
and primary, policy being for a 
more substantial amount. ELSS-life 
insurance combos are an attempt 
to take on the popular Unit Linked 
Insurance Plans (ULP) and do offer a 
more transparent investment op- 
tion than the latter. That’s because, 
unlike in a ULIP, ELSS fund managers 
have to regularly declare invest- 
ments they make under the scheme. 


ELSS can give you 
much higher returns 


than any other 
tax-saving instrument 





The Chola Tax Saver Fund, an- 
other ELSS, is attracting serious 
investors and does not offer any 
life insurance or other freebies. 
“The focus will be on disciplined 
investment and on stock selection," 
says Tridib Pathak, Chief Investment 
Officer of the fund. 

Even without the tax shield, ELSS 
is a good investment option from a 
pure financial point of view. 
According to Value Research, a per- 
son who invested Rs 1 lakh every 
year for the last nine years in exist- 
ing ELSS schemes would have Rs 31 
lakh now if he had chosen an aver- 
age fund. A good fund would have 
given him Rs 82 lakh. Traditional 
debt instruments, on the other hand, 
would have grown that same Rs 9 
lakh to only Rs 14 lakh. So there 
you are; save on taxes and watch 
your money grow. 





Will Airline Stocks Take Off? 


AIR DECCAN HAS RECENTLY FILED ITS IPO DOCUMENTS AND KINGFISHER AIRLINES IS EXPECTED 
to follow suit. But what's in it for investors? The two listed airlines show mixed 
results. Jet Airways is trading at around Rs 1,220, a mere 11 per cent ap- 
preciation since listing. The SpiceJet scrip has zoomed from Rs 6 a year ago 
to around Rs 80 today, mostly because it restarted operations barely four 
months ago. With oil prices headed north and a severe pilot crunch, Indian 
carriers might be in for a rough ride. Our advice: don't rush in. 

KUSHAN MITRA 


Make Your Money Work For You 


YOU NEED LIQUIDITY BUT YOU ALSO WANT YOUR LIQUID FUNDS TO EARN HIGH RATES. 
Given the measly 2.5 per cent interest your money earns today in a savings 
account, are you asking for the moon? Not really, if you've been tracking retail 
banking products. Check out the sweep-in facility, now on offer mostly from 
banks like HDFC, Kotak, Standard Chartered and ABN AMRO. Typically, your 
account will have a cut-off amount of, say, Rs 25,000. Any amount beyond 
this is 'swept' into a fixed deposit, where it eams as much as 3 per cent more 
than your savings account. Some banks like Kotak Mahindra even offer the 
option of sweeping your excess funds into a mutual fund. And the minute 
you decide life isn't worth living anymore without that iMac, your money is 
available again in your savings account. Note: for the mutual fund option, 
factor in the exit load, if any. 

KRISHNA GOPALAN 
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Auto Components ( 


Zip, Zap, Zoom 


With its huge cost advantage, the auto component sector is ready to take on the world. 





















LIPPING ALONG AT A CAGR OF OVER 20 PER CENT, 
one sector that’s been steadily hugging the 
growth curve is auto components. Investment in 
the sector is rising, exports have raced ahead and 
Indian players have begun to aggressively acquire com- 
panies overseas in a bid to capture the global market. 
What’s the secret? Globally, the automotive industry 
and, in turn, the automotive components industry, 
are facing huge cost pressures arising from excess ca- 
pacity and stiff competition. Indian companies have been 
able to come up with the answer: far cheaper 
components with no compromise on quality. 
Output and exports have zoomed: іп 2004- 
05, according to Automobile Components 
Manufacturers Association (ACMA), the industry’s 
total output was more than Rs 38,000 crore, 
up from Rs 19,300 crore in 2001-02. Exports consti- 
tuted roughly 16 per cent of this at Rs 6,100 crore com- 
pared to Rs 2,540 crore four years ago. The biggest ex- MOVING IN THE FAST LANE 
port markets are the Us and Europe, accounting for over Apr-June 05 % change: Bharat 
60 per cent of the total. Total incom 
Local biggies are looking to expand across the PBI 
globe. Bharat Forge, the world's second largest forgings Net profit 
maker, poured over Rs 500 crore in the last five years id-Up capital 
into overseas acquisitions. Says Chairman and мр 
Baba Kalyani: *Many global auto components players P-E multiple* 
will be taken over by lower cost companies that have the Bharat Forge announced a stock split on July 20, '05. The face value of Rs 10 was reduced to 
capability and technology." Rs 2 per share **Stock split 1:5 
Technology and market access are also crucial. Apt.-June '05 % change ^ 
Khandwala Securities' auto analyst Alpa Shah points out i 
that companies will have to look at joint ventures 
with overseas companies: “This makes strategic part- 
nership important." Tata Autocomp Systems (TACO), 
for example, entered into a 50:50 Jv with UK-based 
Stadco to form TACO STADCO Automotive. Companies 
are also beginning to customise their products for in- 
dividual clients. 
The market has reacted optimistically. The Bharat 
Forge and Amforge stocks have doubled since July — 


last year. As Shah points out, with the automobile moo NE 55 
industry's CAGR pegged at 30 per cent up to 2015, Жїрї 
the auto parts sector looks increasingly attractive.  Paid-up capital 


Overall, analysts are putting Bharat Forge, MM Beari- EPS 








Apr.-June '05 % change; ММ 





INVA INVNIJ Ad SOIHUVWNO 


ngs апа Amforge (following the M&M takeover) on the — P-£ muttiple* 
fast track. Invest for the long term with a three-five — ***Bonus issue of 1:1 on February 16, 05 
4 year horizon. Figures are in Rs crore except EPS, which is in Rs, and P-E multiple ^ Change from the T 
А м corresponding quarter of the previous year *P-E multiple assumes annualised earnings 
4 KRISHNA GOPALAN Stock quotes are BSE closing prices in Rs na.: Not applicable 
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Building bonds 
that last life long. 








Arelationship that has become stronger over time. A bond of trust that has lasted 





for 85 years and several generations. A presence that spans over 2000 branches. 


Making us India's fast growing national bank. 


www. unionbankofindia.com 





yaaa ae sit sfsar Union Bank of India 
arce CHA, HE AD Good people to bank with 
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Term Report 


It’s cheap, it’s simple and it does what life insurance is meant to do: cover risk. 


TERMS OF PLAY 


HEN SOLOMON HUEBNER, THE GRAND OLD 

man of insurance, said the growth of life in- 

surance implied an “increasing develop- 
ment of the sense of responsibility”, he certainly could 
not have envisaged life insurance growing primarily as 
an investment avenue. That is exactly how most 
Indians view life insurance—an investment product 
with exciting tax breaks. However, as financial plan- 
ners will tell you, insurance as investment can hardly 
deliver returns attractive enough to justify being 
locked into those high premiums for so long. 

If classic risk cover is what you are looking for— 
and you should be if you want to get even a basic fin- 
ancial plan into place—a term plan stays your best bet. 
A term plan, or pure life cover, is the simplest form of 
life insurance covering your financial dependants 
against the risk of your untimely death. You dish out 
premiums for the duration of the cover. If you die dur- 
ing the term, your dependants get the sum insured; oth- 
erwise, you don’t get anything once the term elapses. 

Does that sound like money going gurgling down 
the drain? Consider this: first, you certainly need life 
insurance; second, a term policy is the cheapest life 
insurance (see Terms of Play) to be had. Calculate 
what you save in premium vis-a- 
vis, say, an endowment plan, 
and compute the returns if 
the amount were invested 
in equity or mutual 
funds. You will figure 
out soon enough 
why it makes sense 
to be insured for 
insurance’s sake alone. 
Says ICICI Prudential Life 
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Assurance Chief Actuary V. Rajagopalan: “Term 
insurance should be taken by anybody, irrespective 
of age or risk level of job, who seeks to protect 
his/her family from uncertainty.” 

Since most people look aghast at the prospect of 
never seeing their money again, insurance compa- 
nies have varied the product (at higher premiums) 
to make it more palatable. You, thus, have policies 
where you get the premium back at the end of the 
term, or plans with riders like accident or loan cover. 

In the past few years, the market for term cover has 
grown. No prizes, however, for guessing that most of the 
growth accrues from savings-linked products and not 
pure life. As ICICI Prudential’s Rajagopalan points out: 
“Most people prefer buying policies where they receive 
some benefits on either maturity or death.” 

Ideally, though, a term cover should be part of the 
insurance portfolio of a young person just starting a 
family. “Since premiums get higher with age, we advise 
customers to buy in early to take advantage of long- 
term cover at smaller premiums,” says HDFC Standard 
Life Insurance Marketing Head Sanjay Tripathy. 

Term plans could vary between five and 30 years. 

Before choosing, be clear about the period it will 
cover. Insurance needs come down 
with age, so your tenure should 
be determined by years to go 
before retirement. If you 
take on a term policy 
way before retire- 
ment, select one 
that allows you to 
renew it without 
medical tests. 

KRISHNA GOPALAN 
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CENTRE FOR FINANCIAL MANAGEMENT 
Director: Dr.Prasanna Chandra 


ee Announces the following Distance Learning Programmes: 


ELS FEM MEME а? Vll бес 


Where Theory meets Practice 


CONTENTS 

* INVESTMENT ANALYSIS AND PORTFOLIO MANAGEMENT 
* PROJECT APPRAISAL AND FINANCING 

= TREASURY AND FOREX MANAGEMENT 

* STRATEGIC FINANCIAL MANAGEMENT 


HIGHLIGHTS 

V/ State of the art curriculum 

v/ World class courseware 

м^ Web ~ learning support 

FOR WHOM 

CAs, ICWAs, MBAs, PGDBAs, CSs, CAIIBs and students in these programmes. 

DURATION : 1 year FEES:  Rs.9500 for enrollment upto November 30,2005 


EXAMINATIONS AND QUALIFICATION 
Twice a year . Successful candidates will be awarded the qualification CERTIFIED FINANCIAL MANAGER 


OTE fi HERES (OHA) У 3aien 


FINANCE FOR NON-FINANCE EXECUTIVES 


CONTENTS 

æ Accounting and Control =" Financial Management 

HIGHLIGHTS 

Y State of the art curriculum 7 World class courseware “ Web - learning support 
FOR WHOM 


Non-finance executives in various areas (like marketing, production, purchase, R&D, HR, and IT), 
entrepreneurs, and software professionals. 


DURATION : 6 months FEES: Rs.4250 for enrollment upto November 30,2005 


EXAMINATIONS AND QUALIFICATION 
Twice a year. Successful candidates will be awarded the qualification DIPLOMA IN FINANCE 


For PROSPECTUS and other details of both the programmes visit us at www.cfm-india.com 


Email : info@cfm-india.com @ 080 - 2659 7634, 2659 5183. 


Beware The Duds 


Ignore the numbers at your own peril. 


“investors burn their wallets in stocks that are sur- 
rounded only by hype. Consider Malvica 
+ Engineering. In the last nine months, the stock jumped 
over 500 per cent from Rs 2 to Rs 12; the number of 
shares traded on the Bst rose from 4.73 lakh shares to 
24.43 lakh shares. Its results? After posting a net 
profit of Rs 9 lakh in December 2003, Malvica in- 
curred losses for four consecutive quarters. Or take 
Luminaire Technologies. Between August and 
September 2005, its price doubled from Rs 23.90 to Rs 
46.45. Volumes rose from 156 shares in December 
2004 to 40,613 shares in September 2005. Its EPS of Rs 
0.16 means its price of Rs 31.35 is 195 times earnings. 
Brawn Pharmaceutical follows a similar pattern. Its 
stock price jumped from Rs 3.04 in October 2004 to 
Rs 24.15 in September 2005; volumes rose to nearly 
4 lakh shares from а mere 35,040 shares. It has not 
~ traded at all since September 21, 2005. Says Hemang 
Raja, MD & CEO, IL&FS Investsmart: “Investors should 
look at a company's financial performance, P/E mul- 
tiple, and trading patterns before investing." 
MAHESH NAYAK 


I: INEVITABLE IN.A BULL RUN: THOUSANDS OF RETAIL 
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Net Profit/ Loss 

H- March 04. March 05 

р 0.42 -0.15 
10- 
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7 Oct. 2004 Sept. 2005* 
* No trading after Sept. 21, '05 
Net Profit/ Loss 


March 04. March '05 


` LUMINAIRE TECH -0.1 0.039 


Oct. 2005 









12.10 
Net Profit/ Loss Sept. 8 
Oct-Dec, 03 Oct-Dec, 04 


0.099 -0.13 


б 2004 


*Results not annouticed-atter Dec. 04 "No-trading after Sept, 21 '05 
Profit/loss figures in Rs crore . Stack prices are BSE monthly average closing prices in Rs 


Sept. 2005" 
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Value-picker's Corner ‹ 
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October 14, 2004 
W Figures are BSE closing prices in Rs 
NOIDA TOLL BRIDGE COMPANY LTD; \ 
CURRENT PRICE: RS 33.95 * 


IF YOU DRIVE DOWN THE DND (DELHI-NOIDA-DELHI) FLYWAY DURING 
peak hour, the wait at the toll gate is three-to-five minutes 
long, compared to almost nothing a year ago. No wonder the 
Noida Toll Bridge Company. Ltd (NTBCL), which owns 
the flyway, registered a growth of 46.9 per cent (year-on- 
year) in sales during the first quarter of 2005-06. Its net loss 
was also down to Rs 3.66 crore (Rs 5.17 crore), NTBCL 
plans to commercially develop 100 acres of land that it owns 
near the flyway. Analysts expect it to give returns of about 
150 per cent in the medium to long term. 


October 13, 2005 
W Daily market cap on BSE in Rs crore 


SAHAD P.V. 


EC 












300 40925 253.70 
200 - 145.7 
mT І д 

October 2004* October 13, 2005 i 
Figures.are BSE closing prices in Rs * Average closing price \ ix 
WiNeste 8 Таа Tea — WüColgete НЦ. 


USUALLY, THE FIRST HEAVY SHOWER IS ENOUGH FOR STOCK-PICKerS 
to get excited about FMCG shares, Good monsoons mean 
stronger rural demand, always a good sign for FMCG 
companies. On cue, FMCG players have posted good vol- 
umes growth. Says SSKI Securities" VP Nikhil Vohra: 
“Most players in the segment have either invested in or are 
looking at expanding beyond their core businesses.” Adds 
Godrej Consumer Products’ Executive Director Hoshedar 
Press: “We believe our wallet problems are behind us.” 
Vohra's top picks: ITC, Dabur, Colgate and Tata Теа, m А 
. KRISHNA GOPALAN 
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COME JOIN THE WINNING TEAM AS - 
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and be a part of the vision and corporate expecia 
of luminaries 
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PRIVATE WEALTH MANAGEMENT 


Moneybags’ Money-keepers 


The billionaire swell in India Inc. is making a private wealth manager's 
job an attractive career option for finance professionals. KUSHAN MITRA 


OW ABOUT BEING UP CLOSE AND PERSONAL WITH 
H some of the richest in the land? How close, did 

you say? Well, there is a possibility that you 
may be asked to play the matchmaker for your client’s 
children! Or chalk down the holiday itinerary right 
down to the drink on the menu. Well, before you 
surmise it’s a religious guru’s or a psycho-mate’s job, 
here’s the catch: as a hardcore finance professional with 
experience in portfolio management, India Inc.’s super- 
rich and hugely famous are looking at you to man 
their private purses, become their private wealth man- 
agers (PWMs) of sorts. 

Recently, the richest man in the country, Azim 
Premji, Chairman of Wipro, handed over the man- 
agement of part of his personal wealth (the portfolio size 
is an estimated Rs 1,000-1,500 crore) into the hands of 
a team of PWMs at DSP Merrill Lynch. “Earlier, the 
business was conducted on a more informal basis,” says 
Anand Khatau, Financial Advisor, DSP Merrill Lynch, an 
investment bank that also manages the portfolio of some 
other super-rich in India. “As advisors to the client’s 
PHOTOGRAPHS BY:SOUMIK KAR 
Hot property: Ana 
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company, they would ask us (for tips) on how to 
mange their personal wealth. But now things have 
become institutionalised.” 

A surging stock market (the Bombay Stock 
Exchange’s benchmark index, Sensex, is well over 
8,500 points) has boosted the value of promoter 
holdings immensely over the past one year, and that 
coupled with a mindset change is making PWMs hot 
property. “Indian business families have realised that 
corporate wealth and personal wealth are two separate 
things," says Vrinda Mahadevia, Senior Financial 
Advisor, DSP Merrill Lynch. With greater emphasis on 
corporate governance, promoters are increasingly 
looking at an arms-length distance between manage- 
ment of their personal wealth and the company's, 
and hence the scramble for pwMs. And everyone, 
from Infosys’ Nandan Nilekani and S.D. Shibulal to the 
Singhs of Ranbaxy, the Burmans of Dabur and the 
Munjals of the Hero Group, has one (given that sev- 
eral promoters are part of large families—the entire 
family wealth is handled by a PWM). 
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Private wealth managers have to produce investment ` 
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Not Just Any Portfolio Job 


But isn’t PWM akin to portfolio management services 
(PMS) that banks offer to their high net-worth clients? 
Well yes, in a way, but then a PWM comes in only for the 
ultra-rich—anyone with potential to put Rs 5 crore 
under management (having a net worth at least 10 
times that), “We offer holistic wealth management 
services that are completely customised to the risk 
profile and investment horizon of our clients,” says 
Sutapa Banerjee, Sr vp & Head (Private Banking), ABN 
AMRO Bank, India. So, whilst any bank's pms deals 
with typically 250-odd clients, the personal wealth 
division rarely exceeds 30-40 clients per bank. 

A PWM career is as much about finance as relationship 
and service, “It is not about being just a great salesper- 
son or a financial advisor. Being a PWM is all about 
faith and trust,” says Rohit Sarin of Capital Associates, 
a Delhi-based investment firm, which services some 
of North India’s prominent business families. A dif- 
ferent kettle of fish from perhaps most other finance jobs, 
a PWM has to not only produce investment results for 
clients, but dovetail it closely with their interests, needs 
and the pecularity of the industries they come from. 


What It Takes (And Gives) 


With clients almost paranoid about secrecy, you can for- 
get about being a PWM if instant fame is what you're 
looking for. But if you're one of those who don't 
mind being a well-fed back-room boy, the opportuni- 
ties in a PWM career can be immense. There are several 
new players such as Citigroup, ICICI Bank and HSBC (the 


In demand: | 


latter two are about to tee off their Indian PWM oper- 
ations) who have entered the field, but there is a vers 
limited pool of experienced people, simply because the 
industry itself is barely three years old. “This is a long- 
term game; you have to spend three-four-five years 
before you gain the confidence of a client,” says Sarin. 
There are no magic recipes to becoming a good PWM, 
but it helps if you’re a good banker as well as a good 
people person. A grounding in finance, like what Sarin 
(Grindlays Mr), Khatau (CA with Ernst & Young) and 
Mahadevia (almost 10 years with Merrill Lynch) have, 
is necessary, but not sufficient to become a PWM 

You have to know not just a client's risk appetite, but 
his or her investment psyche as well. Why, even their 
family's history too, for sometimes it determines how 
they will invest. “It is not easy to advise a family to 
invest in equities if it has had bad experiences in it 
before," says Mahadevia. And it is important to know 
what drives a PWM client—not so much the opportunity 
to make a fast buck in a buoyant market (though no one 
minds that too), but capital preservation and grow! 

With PWM fees varying from 0.3 per cent to · 
high as 1 per cent of the total assets under management, 
the lucre here is as good as it gets in the world oí 
high finance. And, of course, once a relationship is built, 
more money (to manage) and personal intimacy is 
just part of the job. “So every time the Sensex or tl 
NASDAQ crashes (Indians can now invest up to $25,000 
or Rs 11 lakh in foreign equities), expect a call from 
your "friendly" client," says Khatau. There is no escaping 
random client calls. For, this is a 24X7 job. 





— results for clients and manage relationships as well 


NOVEMBER 6 2005 BUSINESS „ү 157 





y 
| 






COUNSELLING 





| am a 35-year-old accounts executive with 12 years of work 
experience. Besides a post-graduate degree in commerce, | 
have also specialised in systems analysis and design. 
However, of late, I've started feeling that in order to grow fur- 
ther, | need a professional qualification like a CA or an 
MBA. Also, since | have always been inclined towards soft- 
ware, | have enrolled myself for a course in Oracle. Can | 
change my career path (from accounts to software) at this 
stage? Will a good opportunity in software come my way in 
view of my present qualifications and work experience? 
Considering the fact that software is an ever-growing 
field, a switch could turn out to be a good career 
move. However, if possible, get yourself enrolled for a 
course in enterprise resource planning (ERP). Also, if you 
want to focus solely on software, then you don’t need 
a qualification like a CA or an MBA. If, on the other hand, 
you do decide to pursue either one or both of them full- 
time, just remember one thing—they will consume a lot 
of your resources as well as time. As such, it would be 
better if you go in for a part-time MBA. This way you 
will not only get a qualification under your belt, but also 
gain confidence in the process. 


| am a 24-year-old trying to get a BTech degree for the last 
seven years, but without any success. | have been working 
full/part time in my father's engineering workshop for the 
last eight to nine years. My ultimate goal, however, is to get 
an MBA and then get into the management stream. In view 
of my poor academic background, should | forget about 
getting an MBA degree and instead take up a job with an 
MNC to gain some experience or should | continue as an 
entrepreneur? 

First of all, you should learn to cherish what you have. 
Different people have different abilities and strengths. 
An engineering workshop, whether it is an automotive 
one or not, has some rather good prospects. So, why 
not continue working there and help it grow further? 
After all, it is your workshop too. So, focus on that and 
try consolidating the business. And also try attending 
courses for entrepreneurs run by Small Scale Industries 
Association or any other local body. Training in ac- 
counts as well as pricing will also prove useful. 


е тҮҮ ӨЧҮРҮ 


HELE 
TARUN! 


| am a 23-year-old commerce graduate. | also possess a one- 
year diploma in computer applications. At present, | am pur- 
suing a PGDBM with specialisation in HR from an au- 
tonomous college of the Allahabad University. | am also do- 
ing a course in German. Apart from all this, | have over a 
year’s experience in customer care with a reputed telecom 
company. Now, | want to work іп a BPO so that | get a 
“handsome salary". Are my qualifications adequate to land 
me a job that | want, or should | get an LLB or computer net- 
working degree to improve my prospects? 

Your plate is absolutely full. At 23, you seem to be pur- 
suing too many academic labels. Nothing wrong with 
that. It's quite commendable, but hope you are not con- 
fused about your career path. Just ask yourself this ques- 
tion—What exactly do you plan to achieve with all this 
effort? In other words, is all this worthwhile? Take a 
deep breath, sit back and think about what you actually 
want to do. *Handsome salary" is a relative term and 
remember, all Bros have different salary packages for dif- 
ferent categories of jobs. And just how do you think get- 
ting an LLB or a computer networking degree will im- 
prove your prospects? Anyway, I do think that with the 
qualifications you have, landing a job with a BPO 
shouldn't be that much of a problem. 


| am 36 years old and have worked with a publication 
house as a senior researcher for 12 years. In 2004, | took a 
year off, and | am now looking for a job. In the past two 
months, | have given three interviews (with publication 
houses), but despite the requisite experience and qualifica- 
tion, | have not got any job offer so far. | think that my age 
is going against me. Am | "over the hill" as far as the job mar- 
ket is concerned? What should | do? 

I certainly do not think that at 36, after a year's fur- 
lough, one can consider you “over the hill”. The fact is 
that research jobs in publication houses are limited 
and that must be the reason you are facing resistance in 
getting an assignment. Why don't you broaden your 
skill-base and look for related jobs? Equity research or 
market research comes to mind as alternate career 
options. And with your experience and background, 
how about getting into journalism? 


Answers to your career concerns are contributed by Tarun Sheth (Senior Consultant) and Shilpa Sheth (Managing Partner, US practice) of HR firm, 
Shilputsi Consultants. Write to Help, Tarun! c/o Business Today, Videocon Tower, Fifth Floor, E-1, Jhandewalan Extn., New Delhi—1 10055. 
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' Reaping A 
Rich Harvest 


Now, commodities trading jobs for MBAs. 


i^ 
А 
m 
= 
> 
л 
c 


A foodgrains market: Can you spot new MBA jobs here? 


GGREGATE COMMODITY TRADING AT THE NATIONAL 

Commodity & Derivatives Exchange (NCDE) has 
zoomed to around Rs 5,000 crore a day from just 
around Rs 2,000 crore a year ago. And NCDE’s Chief 
Economist, Madan Sabnavis, expects trading to dou- 
ble by next year. This turbo-charged growth in com- 
modities trading is having an unlikely impact—hun- 
dreds of MBAs are in demand, not just as analysts 
with 700-odd commodity brokers, but also at export 
houses and other agri-based businesses. 

Just a couple of years ago there were not many big 
MNC players, and Indian players like the Adani Group 
were much smaller and their operations were largely 
family-run. All that has changed, with over 40 big 
players such as Olam Exports, Cargill, HLL and 
Bungee active in the commodities market now. 
*Unlike earlier, the profit heads at commodity export 

¢ houses now command as much as a financial head in 
any blue-chip firm," says the CEO of a large commodity 
trading house. With no specialised commodity courses, 
graduates from institutions such as the Indian Institute 
of Foreign Trade and people with experience in 

FMCG distribution are in great demand. 
KUMARKAUSHALAM 








Small Clips, 
Big Jobs 


Mobile VAS need sales and marketing execs 


ALUE-ADDED SERVICES (VAS) ON MOBILE PHONES 

as games, ringtones, wallpapers, astrology : 
movie ticket bookings are becoming a goldmine for 
just telecom operators and content providers, but 
people with a head for new media and technol 
These services need to be marketed and sold, righ 

At Rs 400 crore, just 5 to 7 per cent of any m 
operator's revenue, VAS can grow almost four-fold in th 
next two years. The only limiting factor, though, is the 
lack of sufficient people, from sales and marketing 
professionals to sew in partnerships between telecon 
operators and content 
providers, and prod- 
uct managers, among 
others. *We don't have 
enough people pushing the enve- 
lope,” says Kaustuv Ghosh, 
Country Manager 
(India) for Mobile 
365, a US-based 
messaging solutions 
company. Adds Raj 
Singh, Executive 
Director, ActiveMedia 
Technology: *There is 
huge growth in the VAS 
space, but it has to shift 
from being pan-Indian to 
region-specific. The biggest 
talent crunch is at the 
regional level." 

With not enough people, 
the salary for a salesman with 
just two years' VAS experience is 
touching Rs 60,000 per month. 
So expect the job in the sector 
to not just pay well, but lure top 
sales talent too. 


Ringing in revenues: VA: 
astro predictions mean big buch 
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Twice as large. 


Monsterindia gets 111% more unique 
| visitors than its nearest competition. 


*comScore Media Metrix July 2005 


Over 1,50,000 job opportunities. 6000 companies. 
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Get headhunted "3 
by the top employers. © monster.com 


Monster.com is India's No. 1 jobsite. Post your resume for India’s No.1 jobsite. 
free and get noticed by India's top employers. 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 









" One click makes 
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` Introducing Monster ExpressResume. It allows you to send your resume m © п $ t e r. C о r Hu 
to 1200 placement consultants across the country in one go. India's No.1 jobsite. 


To subscribe to ExpressResume, SMS 'ER BT' to 3636 











To knov how to : ply for these jobs, go go to finance job: listing Page. 
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HOW TO APPLY FOR THESE JOB 


i 1. Logon to www.monster com 
2. Click on "Search Jobs" link 
3. Type the job 1D number in the 
Desist Search’ field 

4. Click the “Search Jobs" button 
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by a professional resume writer and give it the winning edge. India’s Мол jobsite 
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Dl reporter's тагу 


Strife In The South 


As Bangalore and Chennai grow into giant IT and BPO hubs, a culture 
clash is inevitable. Rahul Sachitanand and Vaishna Roy are witness to 


two such recent upheavals. 


TUESDAY, SEPTEMBER 27 


Bangalore, 11 a.m. 


The protests continue! Pro-Kannada activists agitating 
against the influx of non-Kannadigas into Bangalore 


HE YELLOW AND RED FLAGS THAT PRO-KANNADA 
activists use as their calling card have been 
waved on many occasions before. Supporters of 
Kannada film superstar Rajkumar waved them vigor- 
ously to protest against the actor’s kidnapping by san- 
dalwood smuggler Veerappan, and agitators used 
them again during the spat with Tamil Nadu over 
Cauvery waters. I am standing in front of the Infosys 
campus at Electronics City, off Hosur Road, feeling 
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more than a trifle out of place, surrounded by a sea of 
500-odd protestors. Their demand: recruit more 
Kannadigas. Infosys’ gates remain firmly shut and 
employees duck under the very visible police cordon to 
enter the campus. The flag-waving protestors are led by 
Narayana Gowda, the fiery, pot-bellied convener of the 
Karnataka Rakshana Vedike, a fringe pro-Kannada 
organisation. Gowda works his motley crew, many 
of whom wear yellow and red scarves, inciting them 
with volleys of anti-industry slogans, and provoking 
them to heckle Infoscions ensconced in their air-con- 
ditioned cocoon inside their verdant, space-age oasis. He 
acts as the cheerleader and spokesperson for the pro- 
testors, alternately deriding rr companies and (being 
media-sawvy despite external appearances) taking time 
out every few minutes to make scathing comments 
against Karnataka Inc. 

As I size up the scene, it seems the clout of Infosys 
and the IT industry—which employs some two lakh 
techies in Karnataka and exports Rs 27,000 crore of 
software and invisibles from the state—has won this 
round; the posse of policemen posted at the spot pre- 
vents the agitation from getting out of hand. The 
fire-breathing Gowda attacks the corporate sector for 
not taking better care of locals. “We don’t mind long- 
time residents getting jobs. Our main issue is with 
companies bringing in people from other states to 
fill up vacancies,” he fumes. “Given the benefits the 
industry receives from the state government, it’s only fair 
that it hires locals (30 per cent as per the recommen- 
dations of the Sarojini Mahishi Report) in return.” 

Software pros are clearly unimpressed. One code 
jock curses softly in Hindi, shoulders his ThinkPad and 
ducks behind the security barrier into the campus; 
drivers mill around making fatal predictions about 
Infosys and their own future. The protestors close 
ranks and move into a tighter circle, lifting their 
placards and flags; slogans blasting Infosys bosses 
N.R. Narayana Murthy, Mohandas Pai and others 
for their alleged anti-Kannada attitudes rent the air. The 
pitch is rising. The excitement among the protestors is 
palpable. Gowda is enjoying his role as conductor of 
this chaotic orchestra. This carries on for two hours; 


t 


then it’s back to work for everyone. 

His next stop, a few days later: the IBM office in 
south Bangalore. The cause is the same; and IBM’s 
reaction predictable. A company spokesperson stresses 
its *merit-based" recruitment policy. It doesn't seem 
unduly worried. “We did take some precautions like 
asking employees to come in early and rescheduled 
some meetings; otherwise it was business as usual," 
says the spokesperson. 

So where's the administration during these 
protests? *The Chief Minister (Dharam Singh) and 
Industries Minister (P.G.R. Sindhia) have held 
extensive talks with rr companies, and we have taken 
steps to sort out the issue," says Y.S.V. Datar, the 
Janata Dal (S) General Secretary, whose party is part 
of the ruling coalition in the state. 

As he walks away from the scene of his latest 
protest, Gowda says his plans are just beginning to 
unfold. *We will organise many more protests that will 
culminate in a grand rally in end-October," he thun- 
ders. But the rr industry is not running scared. It is bet- 
ting that Bangalore's inherent cosmopolitanism 
(Kannadigas make up less than a fifth of the city's 
seven million inhabitants) will ensure that oddballs like 
Gowda remain fringe elements. 


WEDNESDAY, OCTOBER 5 
Chennai, 9.00 a.m. 

IPPING MY MORNING KAAPI, | PICK UP THE PAPERS 

to find Chennai full of angst; the city, it seems, is 

going through an agonising self-examination fol- 
lowing the publication, by a Tamil daily, of pictures 
taken surreptitiously at a pub. The images of couples 
dancing and kissing at a private party had, the daily 
implied, deeply offended Dravidian values. On cue, the 
police (but "of course) gallantly rushed to repair the 
breach by shutting down the pub. The intelligentsia is 
up in arms against this moral policing, and reporters are 
having a field day posing ‘Where is Chennai headed?’ 
questions to all and sundry. Ad guru Prahlad Kakkar has 
promptly responded, saying something pompous about 
a city Talibanising itself, while columnists are lament- 
ing Chennai’s regression into the dark ages. 

Other such stray incidents have added to the 
impression that some amount of fundamentalism might 
be creeping in. These come at a time when Chennai is 
beginning to attract huge foreign investment; will such 
exhibition of intolerance threaten this flow? 

I ask and the answer is a reassuring no. While 
there’s no denying that avant garde sits uneasily on 
angavasthram-clad shoulders, it’s equally true that 
the average Chennaiite is fairly tolerant. Such incidents 
are typically politically motivated and inevitable. As 


Daniel Jebasingh, Director (HR), Ajuba Solutions, says: 
“These dramas fizzle out. They cannot constrain 
growth opportunities.” 

When I speak to Pattali Makkal Katchi (PMK) 
President G.K. Mani, he sounds equally reasonable. 
“We welcome these companies coming in; they 
increase employment and revenue.” What he does 
add, though, is that the party would like to pre- 
serve Tamil culture and ensure that the city’s youth get 
jobs. “We are sending letters to the companies 
informing them about our views.” 

I speak to corporate executives. They ask why on 
earth companies will stay away if they get infrastructure 
and an educated workforce here? Says Farid A. Husain, 
Director, Enricher Wealth Management Consultants: 
“Companies ignore such incidents. If they can cut 
costs by 20 per cent in Chennai, they will come here.” 

Even a decade ago, no Tambram father would 
have sent his daughter on night shift. Today, Jebasingh 
says, women make up 40 to 50 per cent of the BPO 
workforce. So much for the party poopers. 

P.S.: Incidentally, those *offending" pictures were 
published because the reporter concerned was furious 
at being denied entry into the pub the night before. Ш 


LOGANTHAN 


Not to be left behind, the fairer sex takes to the streets! 
Members of the moral police holding dharnas in Chennai 


NOVEMBER 6 2008 BUSINESS 165 





d 








bt bookend x 


Mandi House Memoirs 


Bhaskar Ghose's recounting of his days in Doordarshan, 
while entertaining, is one-sided and a lot immodest. 


SASHI KUMAR 


DAYS like the story of King Midas. All he touched 

turned into gold, but his nemesis was built into the 
By Bhaskar Ghose hoon. At the end of it, the golden period of 
Penguin/Viking Doordarshan turned out to be an aberration, and sweet 


DOORDARSHAN B HASKAR GHOSE’S DOORDARSHAN DAYS READS A BIT 


nt € 395 reform soured before our eyes. In his recounting of those 


heady years, Bhaskar Ghose holds forth in the first 
person singular with such frank immodesty that we can 
begin to see where the problem lay. Not that he 
even suspects that he might have been 
more part of the problem than the so- 
lution. Instead, we are treated to an 
identification parade of bureaucrats and 
ministers who were the spoilers and vil- 
lains of his piece of action—A.S. Grewal, 
S.S. Gill, Krishna Kumar, H.K.L. Bhagat, 
Singh Deo, V.N. Gadgil and (et tu 
Brute?) Gopi Arora. If only they had let 
him be, he and рр would have blazed a 
different trail and left all those private 
channels far behind, gaping in wonder. 

If only all this were true. The fact 
remains that Doordarshan ended up 
where it did when it did because the 
Direct Broadcast Satellite (bbs) technology 
of the mid-1980s made it impossible for 
the State, even more authoritarian than in 
India, to continue to monopolise the 
electronic media. And much as he laments 
the commercialisation of Doordarshan, it 
was he who led it inexorably in the di- 
rection of the market. 
Only two persons from his pp days measure up to 
his unreserved praise—Madan Mohan, a resourceful chief en- 

gineer, and Rathikant Basu. The latter, who took over his mantle, 
rushed forward from where Ghose left off. And when Basu left DD to join 
Rupert Murdoch and made a mess of Star TV and then ‘Tara’ channels, 
the cycle of self-deceit and tall claims was complete. 

Ghose does say in his postscript that this is not a definitive history of 
Doordarshan. But in the absence of one, this easily makes do as a 
quick-fix chronicle. And in any case, these days, when it is in fashion to 
rewrite even definitive histories, there is just so much you can quarrel with 
a meek attempt to shift blame or pass the buck for what could not be. Ш 

Sashi Kumar is a TV journalist and entrepreneur who has had a long 


innings with Doordarshan since the late 1970s, and is now Chairman of 
the Media Development Foundation, Chennai 
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AMERICA’S “FIX” 
BLOOD AND OIL 






" 710500018 


VER SINCE AMERICA FIRST ENTERED 

war in the Persian Gulf in 
1991, the Bush administration 
has denied that its interest in the 
region goes beyond ensuring peace 
and stability. But the truth is, 
America's bloody entanglement in 
the region is due to its hopeless ad- 
diction to cheap oil. In this masterly . 
book, Klare, professor of peace 
and world security studies at 
Hampshire College in Amherst, 
analyses his country’s descent into 
the oil-for-protection trap. While 
the world is aware of America’s 
surprisingly indulgent attitude to- 
wards the principal promoter of 
anti-US terrorism, Saudi Arabia, 
Klare reveals the extent to which 
the Bush administration is willing 
to go to humour the oil kingdom. 

In a plea that finds echoes 
within India, Klare asks for a dras- 
tic reduction in America's depen- 
dence on imported oil, and delink- 
ing of oil with guarantees of pro- 
tection (“We cannot and should not 
bear the ultimate responsibility for 
the royal family's survival," he 
says.) Klare's call is for an America 
where the blood of innocent sol- 
diers isn't traded for oil. 
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Large spread of sophisticated construction equipment 
Pipeline equipment, horizontal directional drilling rigs, amphibian equipment, 
barges, swamp excavators... 
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KING OF CAFFEINE 
COMICS FIX. 










For 30 long years, Variety 
Book Depot's Om Arora has been 
bringing Riverdale High to Indian 
homes. Today, though, his 
comics-built business 
empire spans everything, 
om stockbroking to 
cookery school to 
book retailing. 
ALOKESH BHATTACHARYYA 























Om Arora 
Variety Book Depot 
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VEN AT THE IMAGINARY 


Riverdale High school, it 
would have made for an ins- 
piring story for Archie and his 
friends. The year is 1974, and 
there's a 30-year-old Indian, blind in one 
eye, sitting in the New York office of 
Archie Comic Publications. An incredu- 
lous Louis Silberkleit, Archie’s Chairman, 
listens on as the strapping Indian makes a 
plea for the company to dump its dis- 
tributor in India and sign him up ins- 
tead. It doesn’t strike him a bit odd that 
Silberkleit—who along with John 
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Goldwater and Maurice Coyne 
gave America its iconic comic char- 
acter Archie Andrews in 1941— 
has no clue who his exotic visitor is 
or why the company should ter- 
minate a perfectly happy distribu- 
tion arrangement with India Book 
House and entrust its lot to a man 
whose only virtue at that point 
seemed to be persistence. Sensing 
Silberkleit's growing wariness, the 
Indian makes a desperate offer. “I 
think your distributor is not doing 
a good job. 1 can sell double the 
copies (1,000) per issue to start 
with,” he ventures. “And if your 
distributor is not happy with this 
arrangement and wants out, l'Il make 
up for his sale too." When he plonks 
down payment for three months’ 
worth of supplies, Silberkleit relents. 
Incredibly, the young man, an army 
dropout and the son of a book dis- 
tributor, is in business. 

Today, Om Arora laughs as he 
recounts his tryst with destiny. But 
what he’s gone on to achieve in 
the 30 years is nothing to laugh 
about. As the proprietor of the 
Rs 20-crore Variety Book Depot, 
Arora is by all accounts the king of 
comic book trade in India. His rev- 
enues from comic book sales of 
Rs 3 crore are nearly 100 per cent 
of all comics imported into the 
country. “I wouldn't say I am in the 
top league, but I am certainly up 
there among the top players,” says 
Arora. Apparently, he is being mod- 
est. “As far as comics are concerned, 
he is the true giant of India,” says 
Ashok Chopra, a friend and Chief 
Executive of Harper Collins India, 
part of the India Today group that 
publishes Business Today. Agrees 
Hemu Ramaiah, Managing Partner 
of Landmark Bookstores, a book 








retailer: “He’s very big. He has 
volumes that others don’t have.” 
Starting with 1,000 copies an 
issue 30 years ago, Arora has 
ramped up Archie comic sales to 
10,000 copies an issue. "I am con- 
fident that in another five years, I 
will take sales up to 20,000 per 
issue," says Arora. Michael 
Silberkleit, Louis' son and current 
Chairman and Co-publisher 
(Goldwater's son John is President 
and Co-Publisher), is upbeat too: 
*Over the years, we have received 
offers from other distributors in 
India to distribute Archie comics. 
However, due to the long-standing 
and profitable relationship with Mr 
Arora, we have continued to tell 
other distributors that we intend to 
stick with (him) and his company." 
That's no wonder. Arora, now 
61 years old, has founded his busi- 
ness on exclusive relationship with 
publishers. For example, he prefers 
to be the exclusive distributor for all 
book titles he brings into India. 
The idea, as he explains, is to ope- 
rate in niches where there are no 
competitors. Variety is unlike any 
other book distributor also because 
it's largely a one-man show. Despite 
supplying to smaller wholesalers 
and retailers all over the country, it 
doesn't have any branches, and 
Arora negotiates every single con- 
tract himself. Being the single point 
of contact for Variety also means 
that he's on a first-name basis with 
his business associates. Says Chopra 
of Harper Collins India: “He is 
perhaps the only book distributor in 
India who's got personal relation- 
ships with the authors (whose books 
he distributes).” Testifies Silberkleit: 
“In many ways, I consider Om as 
‘family’ due to our long-standing 
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relationship and due to the fact that 
this has been a very pleasant and 
profitable relationship.” 


Blame it on Fate 
Had things worked out as per 
Arora’s early plans, he would have 
spent his life in the army and not 
surrounded by comic books. But 
fate willed otherwise. Son of a small- 
time book distributor (his father 
used to sell sundry women’s maga- 
zines published by an English com- 
pany called Ipc), Arora had joined 
the National Defence Academy in 
1961. But just before he got com- 
missioned into the army, tragedy 
struck. While at practice at a fir- 
ing range, a stray bullet hit a stone, 
sending a splinter into Arora's right 
eye. He went blind in that eye. “I 
was disheartened. Since it was my 
firing eye, I knew I had no scope in 
the army," he recalls. 

< Opting out, he did a 
couple of odd jobs, 
including one as a sales 
executive at a piston-man- + - 
ufacturing company in 
Jallandhar, but a year later 
ended up joining his father 
in the family business. But 
bad luck dogged him here 
too. Within two years of 
joining the family business, his 
father lost the IPC contract. “That 
was a bad phase. I struggled for a 
year or two, and then went into | 
retail,” says Arora. He started a 
bookstore, Teksons, in Delhi's 
South Extension. It is now owned 
by his younger brother Subhash. A 
couple of years later, he went to 
London to do a six-month course 
in bookselling, and then went to 
New York on a holiday, where he 
made his momentous cold call on 
the Archie Chairman. But why 
Archie? “I used to read Archie 
comics myself. Somehow, you 
couldn't find them readily in India," 
says Arora matter-of-factly. 
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While it was Archie comics that 
launched Arora into the book trade, 
today it is a small portion (15 per 
cent) of his book business. These 
days, he is into cookery books (Jiggs 
Kalra, Tarla Dalal, Nita Mehta, and 
Sanjeev Kapoor are some famous 
authors whose books he distrib- 
utes), self-help books, coffee table 
books, and novels. That apart, he 
imports magazines on housekeeping, 
furniture, knitting, and interior des- 
ign, among others, from Germany, 
France and Italy. Growing afflu- 
ence has led Arora to dabble in 
other things. He’s a part-time stock 
broker, with a 50 per cent stake in 
Quantum Securities, a Delhi-based 
brokerage firm that trades in stocks 
worth Rs 5,000 crore-a-year. (“I’ve 
never lost money on the stock mar- 
ket,” boasts Arora.) In July, he 
opened a cookery school called Nita 
Mehta Culinary Academy in 
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partnership with the eponymous 
cookery author, whose books 
account for an impressive 10 per 
cent of his revenues from books. 
Then, about a year ago, Arora ven- 
tured into book retail by opening a 
chain of bookshops called Book 
Café. At present, there are 21 of 
them across India, including Delhi, 
Jaipur, Kanpur, Mohali and 
Chandigarh, and he plans to up the 
count to 75 over the next year. 

A deeply religious man who 
firmly believes in destiny, Arora is 
wealthy and makes no attempts to 
hide it. He owns six cars (a 
Mercedes, Toyota Prado, Honda 
CRV, among others, and he changes 
cars every two years) and several 
properties in and around Delhi. 
Just how many? “Гуе never counted 
them," he says, but press a little 
and he adds, *about 20". Among his 


` hobbies is collecting pens. He's got 


about 400 of them, 


none though more treas- - 


. ured than the first, а 
Parker, he bought in 1962 
and still uses. Although 
Arora has built a fortune 

for himself, he's quite 

philosophical about what 
may happen to it. For 
example, he's got two 
daughters but no son to take 
on his mantle. *I will not 
force my daughters to into 
business, but I hope to be 

around for another 10 

years at least," he says with a 

laugh. Both his daughters 

currently work outside of the 
family business. 
For the time being, Arora 
is gearing up for the coming 
boom in book trade. “In the 
next five years, bookselling is 
going to explode,” he says. “It’s 
already exploding, and India needs 
a hell of a lot of booksellers," adds 
Ramaiah of Landmark. Arora's 
story, then, is far from over. M 
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How to Make that 
Perfect Cup of 
Espresso 







Exquisite 
Espresso . 


Andrea Illy, scion of 
the "first family of | 
coffee”, on howto | 
- pull a perfect shot / 

` of espresso. 
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SPRESSO IS AN ELIXIR LIKE CHOCOLATE OR COGNAC,” AVERS ANDREA ILLY, 
CEO, Illycaffe. Illy, 40, should know a thing or two about coffee. Not 
only is he the grandson of the man who invented the steam 
espresso machine, but his thesis at the University of Trieste was on 
“Quality of Espresso from a Chemical Perspective”. And 10 years ago, Illy, 
whose family-owned firm is present in 78 countries across the world, 
published a book entitled “Espresso Coffee: The Chemistry of Quality”. 
So what does Illy have to say about the perfect cup of espresso? 
According to him, the after taste of a good espresso should last up to one 
hour of drinking it. Always, but always ask for half-a-cup of espresso because 
a full cup means more water passed through the same amount of coffee, 
resulting in bitter dregs. A half-cup ensures that you get the best part of the 
brew. “Espresso is the perfect marriage of chemistry and physics that allows 
the coffee to reach its maximum intensity of taste and consistency,” says Illy, 
who joined the family business in 1990 as a quality inspector and became 
its CEO in 1994. His father Ernesto Illy, aka Pappa Bean, is the chairman. 
Science does play a crucial role in making that perfect cup of 
espresso (see the sidebar alongside). First of all, even before you get close 
to the coffee machine (yes, an espresso cannot be made without a 
machine), you must make sure you have 100 per cent fine-ground 
Arabica. For two reasons: One, the Arabica has less caffeine (between 
1.1 and 1.7 per cent caffeine, compared to Robusta, which has between 
2 and 4.5 per cent). Two, finely ground coffee powder increases the sur- 
face contact area for the high-pressure water. When this jet of hot water 
comes into contact with the coffee powder, the latter releases soluble 
substances that provide flavour and insoluble ones like oils and colloids, 
which increase its body and aroma. Finally, two more words of advice 
from Illy: Always get your espresso made to order (in fact, that’s 
what the word espresso means, and not coffee as it is now popularly 
understood), and a good half-cup of espresso should be sweet at the tip 
of your tongue, sour on the sides and bitter at the back. (For the 
uninitiated, though, it may taste bitter all over, including the teeth). Now, 
hopefully, no one can fool you at the coffee pub. 
AMANPREET SINGH 


Andrea Illy: Coffee in his blood 


T'S A PITY THAT MOST PEOPLE DON’T 

take their cup of coffee as seriously 
as they do their glass of wine. For, a 
perfectly made cup of espresso can be 
as divine as a first-growth cabernet 
sauvignon. But before we tell you all 
about the recipe for that perfect cup of 
espresso, let us first dispel a few 
myths about espresso. For one, says 
lily, it has less caffeine than, say, fil- 
ter coffee because the water passes 
through the coffee powder faster, 
gathering less of the water-soluble 
caffeine. Two, bigger is not better 
when it comes to espresso. Not only 
does a bigger cup mean more wa- 
ter, but it also dissipates heat faster. 
Thick and one-ounce china cups are 
ideal. Now the how of it: Water at 
temperatures from 88-90 degree 
Celsius must be passed through 6-7 
grams of espresso blend at pressure of 
9 atmospheres for 30 seconds at 1 
cubic centimetre per second to pro- 
duce espresso with 2-5 mm of foam 
that ideally should last for 2 minutes. 
All this is probably complicated, which 
brings us to our final point: When 
you buy an espresso machine, make 
sure it’s a good one. 


THE RECIPE 
AMOUNT OF COFFEE FOR ONE CUP: 6-7 Gms 


WATER TEMPERATURE: 

88-90 degree Celsius 
PRESSURE: 9 atmospheres 
TIME: 30 Seconds 
VOLUME: 30 ті per Cup. 
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An Even-handed Solution 


OR THE PAST FEW DAYS, 
Е Гуе been trying to use 
my left arm to do a 
lot of stuff that I normally 
use my right arm to do. In 
the process, I have nicked 
myself while shaving, made 
a mess of my shoelaces 
while putting on my shoes, 
dropped a very heavy shop- 
ping bag on my toes, gone 
all over the place on my 
laptop screen while using 
the touch pad, almost 
twisted my wrist trying to 
wear my fly-button jeans and, well, a whole host of other things that Pd 
rather not mention. Have I finally lost it? Maybe, but the idea behind do- 
ing these apparently irrational things with my left arm and hand arose when 
I realised that my right arm was more muscular and stronger than my left. 
Tm right-handed like the majority of people so that arm is dominant in most 
of my physical activities. 

As a result, while weight training I noticed that I can lift more 
weight with my right arm than my left and that my left arm’s biceps, 
triceps and fore-arm muscles were less developed than the right arm’s. 
It’s normal for that to happen, I know, but sometimes vanity prevails 
and like most wannabe body sculptors, I want to be as perfect and 
symmetrical as I can get! 

But more seriously, what do you do to build strength in your non-dom- 
inant arm? The goofy way of evening out the inequity between the 
two limbs is to do what I have been trying to do: using my left arm to do 
a lot of stuff that the right normally does. But that’s not a lasting solution 
because a.) you'll make a fool of yourself (I got shaving gel up my nostrils) 
and b.) willy-nilly you'll eventually instinctively use your dominant arm 
to get things done without a mess. If you want to build more strength in 
your left arm (or your right if you’re a southpaw), you can do it with a few 
gym tricks. Here are a couple: 

Asymmetric weights. Grab unequal weights—use a slightly heavier 
dumb-bell in your left (or weaker) hand—for biceps curls. It may seem a 
bit odd at first but doing a set or two of curls using asymmetric weights 
may help strengthen your weaker arm. Try doing these sets after you fin- 
ish your regular (using equal weights) dumb-bell curls. 

Additional sets. You could also try doing extra sets of dumb-bell 
curls for the biceps or single-arm dumb-bell raises for the triceps 
of your weaker arm. After you finish your normal arm exercise 
routine, grab a light dumb-bell and do a couple of extra sets of curls 
or raises with your weaker arm. 


RAMEN SARKAR 





MUSCLES MANI 





write to musclesmani@intoday.com 


Caveat: The physical exercises described in Treadmill are not recommendations. Readers 
should exercise caution and consult a physician before attempting to follow any of these. 
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WHAT ELSE COULD 
rich and powerful 
CEOs possibly 
crave for? To be 
actually acknow- 
ledged as being 
powerful. Which 
is why it was 





Ambani interesting to read 
Fortune’s recent 
Asia's 25 Most Powerful list for 2005. 


There were just four Indian CEOs on 
the list, but their 
power meters 
show wild swings. 
Tata Group chief, 
RATAN TATA, who 
wasn't even 
ranked the year 
before, emerges 
as the most pow- 
erful of the four at 
#12. Reason? 
The string of acquisitions (Daewoo, 
NatWest) that his companies made in 
Asia recently. The 
joker in the pack: 
Infosys Tech- 
nologies’ NANDAN 
NILEKANI, who 
vaults 10 places 
to take a slot right 
below Tata. Why? 
Blame it on Tom 
Friedman, who 
credits Nandan 
for inspiring his best-seller. In stark con- 
trast, Wipro's AzIM PREMJI dropped 
from 10 to 19— 
possibly due to 
CEO Vivek Paul's 
departure. Ano- 
ther CEO who's 
taken a hit, but to 
a lesser extent, is 
MUKESH AMBANI, 
who falls to 17 
from 13. No 
prizes for guess- 
ing why: The bitter feud between him 
and his younger brother, Anil, and 
the consequent split. 








Nilekani 
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A.PRABHAKAR RAO 


CEO Chess Champ ` 


WHEN ALAN TREFLER, CEO OF US-BASED PEGASYSTEMS, A TECHNOLOGY 
company, came to Hyderabad recently, he couldn’t resist playing a 
friendly game of chess. Trefler, 49, was after all the co-champion of 
the 1975 World Open Chess Championship. So in a three-hour 
match, he simultaneously took on 25 challengers despatched by his 
India vendors, including Satyam, Cognizant and Vertusa. He beat 24 
of them, and the last guy had to leave midway to catch a flight! Says 
Trefler, who still has a master rating: “This game helps to create a 
community for employees and partners.” Trefler could have played 
the game with his eyes shut. How many vendors do you know 
who'd risk going one up on their customer? 


Life In The Cockpit 


THE LAST TIME VIJAYPAT SINGHANIA FEATURED 
in these pages some months ago, he had the 
writer’s block to complain about. But the 
dogged 67-year-old has prevailed. Recently, 
the Chairman Emeritus of Raymond 
unveiled his new book, An Angel in the 
Cockpit, which recounts his experience 
of flying over the last 50 years 
across 5,000 miles of land and 
sea. “I conquered my mind 
and in the conquest found 
myself,” says Singhania. He 
isn’t done with flying yet. 
He is now getting ready 
for the MI-70K mission— 
a five-hour flight in a 
hot air balloon to scale 
an altitude of 70,000 
feet above sea level. 
It’s an attempt to break 
the current world record. 
Let’s wish him luck. 
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Narrow Escape 





SOMEBODY SHOULD HAVE TOLD HIM NOT TO PUT A SERVICE TAX ON THE 
shamiana guys. Last fortnight, when Finance Minister P. CHIDAMBARAM 
was in his constituency of Sivaganga to inaugurate Indian Oil 
Corporation's (IOC) 11th bottling plant in Tamil Nadu, a portion of 
the roof covering the dais, from where he was addressing the audi- 
ence, fell on his head. Chidambaram was given first aid for minor in- 
jury and rushed to a hospital for а CT scan, which came out clean. ЮС? 
Chairman Sarthak Behuria was among the other viPs on the dais, but 
managed to escape unhurt because he saw the roof coming down. If 
you are in the tent business, get out of it before the next Budget. 





Makeover Season 


_ THE RECENT REVAMPS AT DR REDDY'S LABS (FIRST A 
deal for funding its generics launch in the Us and 
then one for new drug discovery) have been 
closely watched by all. But there's one makeover 
it has pulled off very quietly. And that is Reddy 
family scion SATISH’s brand new look. Reddy Jr, 
Î 38, who's the MD & coo, has dumped his glasses 
(courtesy a lasik surgery) and cropped his hair real 
close. Reddy was travelling, but his wife Deepti, 
who publishes a city journal, Wow! Hyderabad, 
offered an explanation: “It is not for vanity, but 
convenience. He had been wearing high-pow- 
ered glasses as a kid." Whatever the reason, Satish, 
you look cool. Just don't get any ideas about 
Bollywood. You've got a better show going. 


CONTRIBUTED BY R. SRIDHARAN, E. KUMAR SHARMA, 
AHONA GHOSH AND ASHISH GUPTA 
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| bt leadership spotlight 


NAME: MUKESH AMBANI 
AGE: 48 years 

DESIGNATION: CMD 

COMPANY: Reliance Industries 


The World Is His Oyster 


‘OU HAVE TO HAND IT TO MUKESH AMBANI; HE DOESN'T DO THINGS BY HALVES. WHEN HE 
gave up his telecom baby to younger brother Anil as part of a family settlement, the market 
waited with bated breath for the next big announcement from the original Reliance empire. 
The announcement didn't come, but details of the group's retail plans still trickled out in the me- 
dia. It was typically Reliance—ambitious, gargantuan and expensive as hell. The elder Ambani plans 
to roll out an all-India chain of hyper malls, some of them spread over 100 acres; each mall will have 
food courts, shopping centres and multiplexes; some will even house hotels and hospitals. The roll- 
out schedule: five years; the tab: over Rs 25,000 crore; the turnover target: Rs 90,000 crore. 
The span and scale of the plan is vintage Reliance! It's going to be a Herculean effort, but 
Ambani has an enviable reputation in project implementation; it's something he's earned the 
hard way under his father's guidance — Dhirubhai Ambani's elder son personally supervised the 
commissioning of Reliance's first petrochemical unit at Patalganga in the early eighties and has, 
since, been involved as the hands-on leader of every mega project that Reliance has put up. But 
the retail rollout is really just a portion of the bigger picture at Reliance. The company is in the 
process of rolling out a network of 5,849 petrol pumps all over the country, and is spending 
Rs 25,000 crore on doubling the capacity of its Jamnagar refinery to 60 million tonnes. 
Insiders say Mukesh, who is shy and cerebral by nature, is a very hands-on, tech-savvy 
leader who likes to go deep into issues. He is also comfortable delegating real authority to 
a small band of handpicked executives and associates. So what's next? He's said to be burn- 
ing the midnight oil strategising a multi-billion dollar global takeover in the petrochemical 
sector. When that happens, Reliance will have truly arrived on the world stage. m 
KRISHNA GOPALAN 
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From The Editor 


HY IS IT THAT SEVEN OF THE 10 BEST COMPANIES TO 
\ X / work for happen to be in either the infotech (IT) 
or infotech-enabled services (ITES) businesses? 
Is it because these are more people-intensive than most 
other businesses and have hired more people in, say, the 
past five years than the others? Is it because these com- 
panies have been awash with funds, thanks to big profits, 
which they can spare to lavish either on their employees 
in cash or in kind? Those may form a big part of the rea- 
son why tr and rres companies dominate Business Today's 
Best Companies to Work For in India ranking. Along with 
being people-intensive, the rr and rres businesses have rel- 
atively high attrition rates, with their people being con- 
stantly poached by one another—an indication of how im- 
balanced the supply-demand situation is. That same im- 
balance explains why salary packages and benefits are high 
and growing sharply every year. 

To my mind, the seven IT or ITES companies on the 
list represent a vote for the sectors themselves where 
employees across companies are generally happy about 
where they work—in large part 
because they are compensated 
well but also because that's where 
the action is, IT and rres being 
the most happening sectors in 
Indian industry. Not surprisingly, 
because the methodology of our 
survey, developed by Mercer 
Human Resource Consulting, 
places the highest weightage on 
internal employee perceptions 
(see page 78). Besides that, companies were evaluated on 
three other factors, HR metrics, HR processes and policies, 
and stakeholder perception. 

This is the fifth annual Business Today Best Companies 
to Work For in India survey and in three of them, in- 
cluding the current one, Infosys Technologies emerged as 
the topper (it wasn't among the top 10 in 2003 and, last 
year, it ranked second). That's a track record that sits well 
with widely-held perceptions about the company's atti- 
tude towards its employees. 

A final observation about our ranking: globally, par- 
ticularly in the Us, companies that are perceived to be the 
best employers are usually the older ones with a tradition 
of being fair and good to their employees. One such list 
in the us even has a couple of unlisted, family-owned and 
steeped-in-tradition companies among its top-rankers. To 
be fair, our top 10 list too has an old multinational 
bank and a big public sector energy major, but it is the rel- 
atively young rr and ITES companies that hog the show. It 
may be interesting to monitor how the ranking changes 
with time as India's rr and ITEs sectors become more ma- 
ture businesses and less hyperactive, at least on the HR front. 
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Make News Sense 
Apropos your story No News Is 
Bad News (BT, October 23, 2005), 
despite the proliferation of television 
channels in our country, we are yet 
to have a channel that offers quality 
programmes at par with BBC or 
CNN. Barring a few news channels, 
it is difficult to set one apart from 
the other. Given the diversity of 
our culture, our news channels 
should not be wanting for good 
news content. We want something 
original and no more clones, please. 
TANMOY GHOSH, through e-mail 


Definitely Worthwhile 

Your cover story 20 Companies To 
Watch in 2006 (Br, November 6, 
2005) is like a guide on how to 
choose companies to invest in. Of 
course, one needs to cull the right 
information from this article and 
the one on penny stocks (How To 
Lose Your Shirt In A Bull Market, Br, 
October 23, 2005). It would be in- 
teresting to know which companies 
missed the top 20. вт definitely puts 
its money where its mouth is given 
the performance of companies in 
your lists for 2003, 2004 and 2005. 


SACHIN GUPTA, through e-mail 


Think Long-term 
Your cover story How To Lose Your 
Shirt In A Bull Market (Br, October 
23, 2005) clearly highlights the pit- 
falls involved when investors put 
their money in stocks of compa- 
nies that have poor fundamentals. It 
is usually people from the middle 
class and uninformed investors who 
end up being the losers. Despite 
the media blitz on penny stocks, 
the investor, it seems, can't get the 
better of his greed. 

C.V. ARVIND, BANGALORE 


The More The Merrier 


Apropos your article The Rise Of 


Private Labels (BT, November 6, 
2005), consumer is the king, and 
if the private labels can deliver, 
who needs Wal-Mart? One thing 
that is evident is that Indians as 
consumers, especially in the met- 
ros, are finally getting noticed 
and are spoilt for choice. At the 


same time, if the private labels 
want to give the big brands a run for 
their money, they have to improve 
their packaging. 


ANAGAT ASHISH NEEMUCH, through e-mail 


Money Issues Simplified 
Your Br Money articles are of imm- 
ense help to readers wanting to 
park their funds in effective tax- 
saving and high-return instruments. 
The recent article Pay Less Tax and 
Earn More Money (Br, November 6, 
2005) explained the entire proce- 
dure of investing and what to expect. 
A lay person like me doesn't need to 
go to equity professionals to under- 
stand the market mumbo-jumbo. 
VIJAY GANJOO, JAMMU 


Correction 

In Moneybags’ Money-keepers (Jobs 
Today, Br, November 6, 2005), 
Client Associates has been wrongly 
mentioned as Capital Associates. 
The error is regretted. 
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Scratchproof high-tech ceramics 


and absolutely unique design. 
Look at moe as you have never 
seen it before. SWITZERLAND. 


AVAILABLE AT- Agra - Watchworld 9319102501. Ahmedabad: Rado Shop: The Golden Time 6441420, Golden Time 26924900, Kenya Watch Company 26588035, La Creation 26468201, Райаг2ю 55315830 Мм. National Watch үа 
Standard Times 2550326. Bangalore: Rado Shop: Zimson Swiss Watch Boutique, 55141020, Rado Shop: Timeshop 2281272, Big Ben 5280806, Ethos 22067775, Malabar Gold 51283916, Richfield 25590138, Rodeo Drivs 2294358. Rodeo Drive | 
51104767, Unity Times 2223979. Baroda: Swiss gallery 9824010510. Bhubneshwar: Lal Chand Jewellers 2535040. Calicut: Malabar Gold Super Market 2720004. Chandigarh: Devraj Sons 2702596, Ethos 5086480. Chennai: Gani 4 Sons 25353545 
P.Orr & Sons 24421929, P.Orr and Sons 26262620, The Helvetica 28419013, Wristworkd 28112444, Zimson Watch World 24331495. Cochin: Krishna Nair Time & Jewellers 2318870, Swiss Time House 2371386. Colmbatore: Zion Wah Wort 
2545935. Delhi: Amarson Watch co. 23412745, Ankays 26190228, Arun Walch Shop 26858433, Balsons Watch Co 55160170, Gangaram Watch Gallery 52420701, Gangoly Bros 23743734, Johnson & Co 51513110, Johnson Walch C 2255 
Walch Co., 24617500, Lahore Watch House 25750058, Mahendra Watch Co., 29830888, Phoenix Times 51757200, Rajeev Watch Co. 55836820, Rama Watch Co 23955144, Samay 23844188. Samay 55462067. Watch 
; Watches 29234545. Noida: Sai Creations 2515166. Gurgaon: Kapoor Watch Company 5017773. Indirapuram ( Shipra mall ) : Gangoly Bros 2957581. Goa: Costa Time Collection 2750983. Gorakhpur: Ramprasad Agences 9 

Sohum Shoppe Limited 2637083. Hyderabad: F1 Time Machine 23376296, Kamal Watch Co., 24754440, Meena Jewellers 9849036881, Ramesh Swiss Watch Gallery 27812785, Time In Style 55667872. Indore. Avadh: 507058 жол Наг Watch § 
Jewellery Co. 2366928, Rajkamal Watch Co., 2576592; Jammu: Puri exclusive 2544931. Jamshedpur: Kuldip Sons Jewellers 2420048. Jodhpur: Askaran Gordhan Lal Arora 2622617. Jalandhar. Gujranwala Jewellers 2400131. Hide Jewels 
5071200. Kannur: Malabar Collection 2711745. Kanpur: Kashi Jewellers 2312887. Kasaragod: Malabar Collections 04994-224916. Kolkata: Exciusive Lines 22820626. New Standard Watch Co 22202805, Prime Wateh Word 22837 165. Pome Watch 
World 23584333, Ram's 22888882. Lucknow: New Jain Watches 2212554, Rupani Bros 2215024. Ludhiana: Ethos 5088224, Nikka Mal Jewellers 2409982. Meerut: Krishna Watch Company 2643917, New НЯ Enterpises 2565086. Mumbel Redo 
Shop - Ethos 56406992, Danabhai Jewellers and Sons 26494685, Marcks & Co 22676412, Maru Malad 56055531, Maru Time-Vashi 20706471, Mary's World Time. 56055523, Maru Times 58055545, Pallazzio 56603060. Popley-.s Classique 25422200 
Popley-La Classique 30602000, Prime Time 26244852, Samay 56055535, Sejal Jewellers, 25162882, Swiss Gallery 23520903, Swiss Paradise 28983501, Time Avenue 26515757, Time Gallery 56055543, Time Showroom 56055537, Time Watch) Makers 
24143898, Time World 22017989, Time World 56055541, Tribhovandas Bhim Zaveri 30900789, Watches Of Switzerland 26402511. Nagpur: Piramyd 5618963. Nasik: Significant Moments 22345252. Palakkad: Malabar Business Gente 2505818 
Pondicherry: Srilakshmi Jewellery 2335903. Pune: С.Т Pundole 6343685, Pallazzio 30902464, Piramyd Megastore 4007283. Raipur. Anoopchand Tilokchand Pvt Lid., 2234737. Ranchi: Kuldipsons Jewellers 2330298. Rajkot Options 2450845. Salem 
Coimbatore Jewellers 265383. Surat: Dhirajsons Mega Stores 2460084; Overseas watches 2231560. Trivandram: Krishnan Nair & Sons Jewellers 2451252. Varanasi: Anupam Exclusive 2207027. Vizag: Vaibhav Jewellers 2558777 
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Ten Years After 


INCE 2000, WHEN THIS MAGAZINE PIONEERED THE 
S concept of best-employer surveys—essentially exer- 
cises with the objective of identifying the best compa- 
nies to work for in India—the short-list (of the 10 
best) has largely been dominated by companies in the 
IT and rr-enabled services businesses. Last year, for 
instance, 50 per cent of the list was made 
up of companies from these two busi- 
nesses; this vear, 70 per cent is. The low- 
est figure, accounted for by these two 
sectors (as a proportion of the top 10) is 
20 per cent, and that was in 2003, and 
2002-2003, for the benefit of those who 
have forgotten what that year was like, 
was the year when the slowdown in IT 
spending in the Us, the single largest (and 
dominant) market for tr and rr-enabled 
services offshored to India, a slowdown 
that had been two years in the making 
(2001 and 2002) finally caught up with 
high-flying Indian firms in the two areas. 

The dominance of the listing by com- 
panies in the two businesses will likely 
continue for some more time for rea- 
sons that have been explained elsewhere 
in this magazine. The reason why it will continue only 
‘for some more time’ and not ‘ad infinitum’ is be- 
cause firms in the fT and ri-enabled services businesses 
will have to change their ways in sync with economic 
and market realities. And it is because other firms, in 
other businesses, old and new, will also have to change 


Laissez Faire 


.D. DEVE GOWDA, FORMER PRIME MINISTER OF INDIA, 
Ha Janata Dal (5) supremo (not a word this mag- 
azine would have used; then, at a recent televised in- 
teraction, the man himself said this was how the media 
referred to him) is right. N.R. Narayana Murthy, 
Chairman and Chief Mentor, Infosys Technologies, is 
is that. Black and white. True and 
false. Business, and businessmen, have no role to play in 
the running of a borough, city, state or country. The role 
of business is to effectively deploy capital, and generate 
jobs and wealth, and just because a company—in this 
case, Infosys 1 echnologies—does this exceedingly well. 
and is a ‘good’ company to boot, doesn't give its exec- 
utives any claim to tell other people how ro do their jobs. 

In тапу ways, this is the natural corollary to laissez 


wrong. It is as simple 
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their ways. There is one other point, but that can 
wait. Indeed, Fortune magazine’s listing of the best com- 
panies to work for in the Us is a mixture of companies 
large and small, known and unknown, and in businesses 
that are mature and nascent. Five years from now, 
the 10th edition of the survey, The Best Companies to 
Work for in India, 2010 will probably 
throw up a list akin to that, one that re- 
flects truly the diversity of India Inc. 

At one level, this will happen as IT 
and rr-enabled services become more ma- 
ture businesses governed by the same 
rules and constraints that do others in 
other businesses. At another, companies in 
a variety of industries will realise that 
HR can be something that differentiates 
them from their peers, in terms of build- 
ing the equity of their brands as employ- 
ees, and, perhaps because of this, some- 
thing that can differentiate their prod- 
uct or service offerings. The most signif- 
icant reason for the change, however, 
will come from employees themselves. . 
Any period of economic hyper-activity 
creates wealth; over the next five years, a 
significant number of the salaried will become rich 
(sometimes rich beyond their wildest dreams); these em- 
ployees will end up making career choices driven not by 
the usual suspects, money and career progression, but 
by quality of work, and quality of life. That may sound 
inconceivable now; five years on, it won't. 





Former PM Gowda: The other guy blinked? 
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faire, the economic principle that forms the basis of free 
market economics (something this magazine swears by), 
and one that is often used (and rightly so) by people 
who would like to see the government getting out of 
business (read: disinvesting its stake in public sector en- 
terprises) and focussing its considerable resources on 
things it should have focussed on in the first place, 
things such as primary health and education. Just as 
right-minded businessmen would like to see govern- 
ments follow the doctrine of non-interference when it 
comes to business, right-minded politicos would like 
to see businessmen return the favour when it comes to 
things such as governance. 

Companies, after all, pay taxes (at least, the more pro- 
gressive among them pay as much as they are supposed 
to), and that should be the extent of their participation 
in government, unless they are asked to do something 
more, like the government asked Ratan Tata, Chairman, 
Tata Sons, to head the Investment Commission that 


was formed to attract more foreign investment into the 
country. That's a principle that has governed the actions 
of Murthy's peer, Azim Premji, the Chairman of Wipro. 
The demarcations are definite: businesses and individuals 
pay tax and obey rules, and politicians in power take care 
of the rest, like ensuring that cities have enough roads to 
deal with increasing volumes of traffic, or enough power 
to feed more industries, or enough drains to handle 
sudden rains (although it must be said that there is 
something to a contrarian school of thought among 
some politicians that rains can only be good, especially 
for rural people dependent on agriculture for a living). 

Murthy, then, broke this rule (repeatedly) by speak- 
ing about what the government needed to do (such as 
at a recent meeting on urban-rural reforms). What 
Infosys’ Chief Mentor seems to have not realised that 
when it comes to running cities, or running them to the 
ground, India's politicians will suffer no help, however 
well-meaning it is. 








New Media, New Behaviour 


E SHOULDN'T SURPRISE ANYONE THAT NEW MEDIA (THE 
internet, and the various ways by which it can be ac- 
cessed) is changing the way people shop, sometimes en- 
couraging them to buy brands that they would not have 
otherwise considered. Much of this can be attributed to 
the fact that it is easy to find information on the in- 
ternet. Ten years ago, someone who wanted to buy, say, 
a refrigerator, would have had to accumulate infor- 
mation on the products and brands available in the mar- 
ket (price, features, capacity and the like) on the basis 
of advertisements put out by the companies in question 
(which are, by the very definition, biased) or actual vis- 
its to dealers selling products, or both. The result: 
imperfect information. And a purchase process based on 
imperfect information is bound to be, as marketing ex- 
perts will vouch, imperfect. 

Today, anyone shopping around for a refrigerator 
can find information on most major brands from the 
company websites. She can also, if she so desires, 
scour the net for reviews of these brands (even in 
India there are a few sites that are focussed exclu- 
sively on product reviews). Then, there are blogs she can 
look up (thanks to some very efficient blogsearch en- 
gines). The best thing about much of this informa- 
tion (apart from that on the company-sites) is that 
they are likely to be unbiased (if a little uninformed). 
What's true of refrigerators is true of cameras, televi- 
sions, cars, banks and credit card issuers, and just 
about anything else. Why, people can even use the in- 
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See what | got: Net-savvy consumers know what to buy 


formation on the net to good effect, deciding which 
companies to work for and which not to. 

Brands tend to become irrelevant (unless they are re- 
ally really strong brands that evoke strong emotional re- 
sponses from some consumers) when perfect infor- 
mation is available. When a consumer doesn't have as 
much information as she would like to, she is likely to 
justify her purchase decision by saying, “Fine, ГЇЇ go with 
X; it is a well-known brand." When she does have as 
much information as she would like, the consumer 
may well end up buying a brand she may never even 
have considered otherwise. 8 




















Ugly Business 


Is there a pattern to the run-ins between India 
Inc. and the powers that be? sHAILESH DOBHAL 


HOSE WHO ARE TOO SMART 
| to engage in politics,” wrote 
Plato more than 2,000 years 
ago, “are punished by being gov- 
erned by those who are dumber.” 
What was true then of the city- 
state that the Greek philosopher 
wrote about, is true today of the 
modern republic. And in a country 
that’s waking up to the ameliorative 
powers of corporate citizenry and 
free markets, the dumb rulers aren’t 
just getting insecure but vicious. 
Result: Increasing instances of clash 
between the corporate and political 
worlds. Be it Deve Gowda versus 
Narayana Murthy, or Mani 
Shankar Aiyar versus Subir Raha, or 
the public broadcaster versus the 
private broadcaster. The reasons, 
the context and their significance 
may vary, but at the heart of the 
battles is not so much a 
power struggle as a sim- 
ple abuse of power by ф 
the person who 
wields it. 
Let's take the 
most telling fight | 
of the three: The 






Gowda-Murthy spat. The former 
Prime Minister-by-default, Janata 
Dal (Secular) leader, and a part- 
ner in the Dharam Singh-led 
Congress government in Karnataka, 
has three major issues against 
Murthy personally and the industry 
he represents: One, he doesn't like 
the rural-urban partnership pro- 
posed by Murthy (why it should 
take a Murthy and not the state 
government to devise such a plan is 


 aquestion Gowda isn't asking). He 


says that's old wine in a new bottle. 
Two, he's upset that hundreds of. 
acres of agricultural land has been. 
taken over by IT companies, par- 
ticularly Murthy's Infosys, when 
it ought to have remained with the 
farmers. That Bangalore's IT in- 
dustry is single-handedly respon- 
sible for putting India on the global 
map is something Gowda surely 
sees, but doesn’t want to 
acknowledge. Indeed, 
“What is the con- 
tribution of the 
IT sector to the 
state?” is what he 
recently asked. Only 
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Rs 27,600 crore of the state’s to- 
tal exports of Rs 61,800, Mr 
Gowda. “It is a typical case of 
advancing economics and regres- 
sive politics,” notes Rajiv Kumar, 
Chief Economist, Confederation 
of Indian Industries (C11). 
Finally, he’s also upset that 
Murthy didn’t do enough to speed 
up the setting up of Bangalore’s 
new international airport, whose 
promoting company was chaired 
by Murthy until he quit in protest 
over Gowda’s remarks, Well, the 
project was first conceived in 1991, 
and the state government's clear- 
ance came only early this year. Still, 
Bangalore International Airport 
Ltd is confident of commissioning 
the airport by 2008. Besides, 
Gowda must know that but for 
Bangalore's rr companies, the city 
would still be a retiree's paradise, 
and not a centre of global rr off- 
shoring. So, who is he getting at via 
Murthy? Karnataka's former Chief 
Minister S.M. Krishna, also a 
Congress leader but his rival. “It’s 
clear that the distance berween the 
political universe and the business 
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universe is increasing,” says Santosh 
Desai, President, McCann Erickson. 

Often, the rift is widened by 
plain turf battles. Like in the case of 
ONGC and the Union Petroleum 
Ministry. Mani Shankar Aiyar, the 
ministry's boss, wanted more gov- 
ernment nominees to be accomm- 
odated on the energy company's 
board, and when that move was 


Sometimes the 
government will be 


perverse simply 
because it can afford 
to be 50 





stymied by Chairman Subir Raha, 
Aiyar even threatened to parcel 
out the company’s core business of 
overseas oil exploration (ONGC 
Videsh). “Our government's beh- 
aviour is in complete contrast with 
that of the Chinese government, 
which is acting completely in con- 
cert with the Chinese Overseas 
Oil Company (CNOOC) to gather 
oil assets globally,” says an oil ind- 
ustry watcher. 


| T'S A CONSTANT BATTLE THAT EVERY CENTRAL BANKER FIGHTS: HOW TO FUEL 
economic growth with cheap credit without stoking inflation. In his 
quarterly review of the country's monetary health, RBI governor Yaga 
Venugopal Reddy has chosen to err on the side of caution. While he left 
the benchmark prime lending rate untouched at its three-decade low of 6 
per cent, he raised the reverse repo rate (a tool that the RBI uses to suck 
out surplus liquidity in the system) by 25 basis points to 5.25 per cent. 
Simultaneously, he also increased the repo rate, the rate at which the RBI 
infuses liquidity into the system, by an identical percentage at 6.25 per cent. 
"These measures should see us through till the beginning of the next 
year," said a beaming Reddy. But it was apparent that the central banker 
was keeping a wary eye out on inflation. By his own estimate, the credit off- 
take has been quite broadbased this year, led by housing, real estate and 
personal loans. In industry, petroleum, coal, power, roads and ports, cot- 
ton textiles, drugs and pharmaceuticals, iron and steel, and automobile have 
been strong borrowers. Given the runaway credit growth and the expansion 
of money supply, the market is betting on yet another reverse repo hike at 
the next quarterly review meeting on January 24, 2006. 

ANAND ADHIKAR! 
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Sometimes the government will 
be perverse simply because it can 
afford to be so. The clash between 
the public and private broadcasters 
is a classic example. A recent exe- 
cutive fiat makes it mandatory for 
private channels to share telecasts of 
events of “national importance” 
(largely ad money-spinning cricket 
matches) with Doordarshan, the 
state-owned broadcaster. Why? 
There’s no economic justification. 
“Irs an unfair, unwarranted, and 
retrograde step that wil! send out 
wrong signals to the world at 
large,” fumes R. Venkateish, MD 
of ESPN-Star Sports. 

But the larger issue, as Nagesh 
Kumar, Director General of 
Research and Information System 
for Developing Countries, an eco- 
nomic think-tank, points out, is 
that “the government needs to re- 
define its role more in terms of 
setting strategic and social policy di- 
rection”. And that would mean not 
feeling threatened by actual, or 
imagined, loss of political power 
that follows the demise of a com- 
mand-and-control economy. 








RBI's Reddy: Inflation ready 
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The Sensex Rollercoaster 
Why is the index so volatile, and how long will it stay so? 


HE THUNDEROUS NOISE THAT YOU HEARD ON DALAL STREET THIS 
| Diwali wasn’t the burst of crackers celebrating another record level 
breached by the Sensex, but the sound of stocks coming crashing 
down, rising a bit, and then crashing again. That made October the most 
volatile month on D-Street as far as intra-day yo-yoing of the bellwether 
stocks was concerned. The average daily volatility was 2.1 per cent com- 
pared to an average 1.45 per cent in the previous nine months. Given 
that the Sensex was at vastly higher levels (it peaked at 8,821.84 
points on October 5) in October, the absolute average intra-day swing 
between the Sensex high and low was more than 170 points, As a result, 
the Sensex had lost a whopping 1,136.2 points by month-end from its 
high. “The fight between the bulls and bears and other types of animals 
(day traders, jobbers and arbitrageurs) caused huge volatility in the mar- 
kets,” says Ambareesh Baliga, Vice President, Karvy Stockbroking. 

The primary culprits, however, were 
the Fils, who sold equities worth Rs 3,439 
crore between October 3 and 27. Sure, 
mutual funds did mop up stocks worth Rs 
2,503 crore in that time, but it wasn’t 
enough to arrest the slide. Why did the Fils 
sell? A surge in the interest rates in the US 
got them interested in the American mar- 
kets once more, besides which the 2.3 
per cent fall in rupee value (also a result of 
dollars flowing out) last month may have 
prompted them to sell to protect their as- 
set value. “Selling has been mainly due 
to hedge funds and short-term players, 
who are a nuisance across the globe, but 
we have to live with it (the volatility)," says 
Mike Ferrer, Regional General Manager, 
ING Investment Management Asia Pacific. 

Some others, however, say the fall was expected. “Prices cannot run 
ahead of fundamentals, and with stocks being overvalued, the fall is 
expected to continue,” says Rajesh Jain, CEO, Pranav Securities. He 
believes that investors should play it safe and only commit 5 per cent of 
their investment at current levels, and pick good mid-cap stocks, since 
large-cap stocks are prone to the Fil flu. While the worst case sce- 
nario envisages a 10 per cent drop from the realistic value of 7,800-8,250 
points, others like Ferrer think this is the time to buy. “The market has 
corrected substantially from its high, and any downfall from the current 
levels is an opportunity to buy,” says Ferrer, who’s recommending his 
clients to go overweight from neutral. 

That’s a brave call because India is still the costliest among emerging 
markets, and is the world’s third most expensive by price-earnings 
multiple. But investors like Ferrer seem to be betting on the fact that the 
India story is driven by economic fundamentals, and is not as cyclical as 
Hong Kong, Taiwan or Singapore. After all, by all estimates, the econ- 
omy will surge between 7 and 7.5 per cent this financial year. 

MAHESH NAYAK 


YEAR-END YO-YO: A 
VOLATILE OCTOBER 
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Oil’s not well: Indian firms did it too 


N A STUNNING REPORT, FORMER US 

Federal Reserve Chairman Paul 
Volcker has revealed that 129 Indian 
companies, of 2,253 companies 
worldwide, paid bribes, wittingly or 
unwittingly, to bag orders under the 
United Nation's oil-for-food pro- 
gramme, launched in 1996. Volc- 
ker's report, commissioned by the 
UN, names top Indian companies 
such as Tata International, Ranbaxy, 
Kirloskar Brothers, and Ajanta 
Pharma among those who made il- 
licit payments in excess of 
$100,000 (Rs 45 lakh). All told, 
Indian companies are estimated to 
have paid $22 million (Rs 99 crore) 
to win contracts worth $425 million 
(Rs 1,912 crore). But bribing seems 
to have been the only way to get 
business in Saddam Hussein's Iraq. 
The investigators estimate that $1.8 
billion (Rs 8,100 crore) was bilked 
from the $64-billion (Rs 2,88,000- 
crore) humanitarian programme, 
which ended with the US attack on 
Iraq in 2003. "The corruption of 
the programme by Saddam would 
not nearly have been so pervasive if 
there had been diligent manage- 
ment by the United Nations," Volcker 
says in the report. As for the com- 
panies, few responded to the re- 
port's findings, and those that did ei- 
ther denied having bribed Hussein's 
regime or said the payments were 
authorised by the UN. 
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“India must Build On Its Foundation” 


TEPHEN ROACH, MORGAN STAN- 

ley’s chief economist and 

Director of Global Economic 
Analysis, spoke his mind recently 
to BT's Mahesh Nayak and Krishna 
Gopalan on India and the global 
economy. Excerpts: 


What are the key challenges facing 
India today? 

1 am encouraged by what I see. 
Unlike other Asian economies, there 
is a fine balance between the 
domestic industry and what India 
exports. More FDI needs to come in 
and infrastructure needs to improve. 
Infrastructure is a big area of con- 
cern and is a bottleneck. 


Why is the balance between domestic 
trade and exports so important? 

This is crucial and most developing 
countries, those in Asia in particular, 
do not have it. Look at China: 80 
per cent of its GDP comes from ex- 
ports, What happens if the Us con- 
sumer goes? 


How do you view India’s progress 
over 14 years of economic reforms 
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vis-a-vis China? 

It must be understood that India 
has its own style and so does China. 
The pluses in China are high levels 
of FDI, savings and high quality 
infrastructure. India, however, is 
miles ahead of China when it comes 
to creating world class companies, 
banking systems and capital markets 
infrastructure. What is important 
for India in terms of economic 
development is that the solid 
foundation has to be sustainable. 
This is apart from maintaining a 
balance between services and the 
manufacturing sector. The next 
5-10 years are critical and here is 
where India has to build on the 
foundation. 


What is your view on the way India has 
gone about attracting FDI? 

India has a cultural aversion towards 
FDI. There is a fear that you will 
end up losing control over your 
domestic resources. The assets will 
always stay, they don't leave. 
Foreign investors will not dismantle 
the company. The FDI route is a 
win-win situation. 


How should India market itself to foreign 
investors? 

There are some big lessons for India 
from China. China's national sav- 
ings rate is twice that of India. They 
have utilised money from savings for 
infrastructure development. The 
benefits are obvious—they have 
the best roads. If you want the best 
roads, don't go to the Us, go to 
China. The ability to mobilise 
resources is China's biggest adv- 
antage. India has to be more agg- 
ressive when it comes to marketing 
itself. You possibly need your own 
ad agency for selling your growth 
story to the world. 


What is your view on other Asian 
markets? 

Japan is always attractive. It has 
been in a slump for 15 years and is 
still the symbol of Asia's economic 
strength. China is the new dominant 
force. The way China is headed, I 
am not so sure of Japan reclaiming 
its top position. 


Will inflation threaten global growth? 
Inflation concerns have resurfaced 
because of high crude oil prices. 
This is the fourth energy shock 
since the 70s. Asia still has a cost 
advantage to labour input and that 
will, end of the day, continue to 
serve the region to bring in foreign 
investment. 


How will the global economy look five 
years from now? 

I think the Us consumer will come to 
his/her senses and would have dealt 
with excess consumption. India 
would have made progress in agri- 
culture and curbing unemployment. 
The biggest bump on the way will 
be the overspending of the Us con- 
sumer. This is important since all of 
us depend on the Us consumer. 
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The New Ad Shops 


Entrepreneurship among admen is again in fashion. 


HERE'S A WAVE OF ENTRE- 
| preneurship sweeping across 
the Indian ad world. Call 
it a counter-trend. Even as global 
powerhouses such as WPP, Publicis 
and Omnicom consolidate their 
presence in India by acquiring the 
few remaining independent agen- 
cies, India’s ad veterans are bring- 
ing in new names like Dentsu, 
Law & Kenneth and M&c Saatchi. 
Last year, ad veteran Sandeep 
Goyal tied up with the world’s 
biggest agency brand, Dentsu of 
Japan, to set up shop in India. 
Praveen Kenneth, who had bro- 
ught in London-based creative hot- 
shot St Luke’s into India in 2002, 
teamed up with global ad maverick 
Andy Law to launch Law & 
Kenneth globally, including in 
India, a couple of months ago. 
And more recently, M&C Saatchi acquired New Delhi-based 
creative boutique Dhar & Hoon, in partnership with Kamal 
Oberoi, former President of jwr India. 

“The acquisition route is untenable because of unreasonable 
expectations of the few remaining independent ad houses,” 
says Sandeep Goyal, Chairman, Dentsu India. He should know. 
There was a time in late 2002 when Dentsu did look at buying 
up Orchard Advertising, Triton and yes, even Dhar & Hoon, be- 
fore finally deciding on its joint venture with Goyal. “For M&C 
Saatchi, it was a question of starting out with a good talent 
base here rather than any need for acquiring existing (Indian) busi- 
ness," says Oberoi, who is now CMD, M&C Saatchi India. 

But then, do three examples make a trend? Well, yes 
and no. For even though most ad conglomerates—and 
their marquee agency brands—are already present in 
India, there are still lots of small-to-medium agencies out 
there who want a piece of the action in what is easily one 
of the fastest growing markets in the world. Names such 
as the Publicis-owned Bartle Bogle Hegarty, Singapore’s 
Batey, the us-based Weiden+Kennedy are floating around 
in this context. “Apart from mainline agencies, there 
are global players in direct marketing, design and brand 
identity creation that are looking at Indian admen to 
hand-hold their entry into India,” says L&k’s Kenneth. 
For the Indian ad industry veterans, it’s time to don the en- 
trepreneur’s hat once again. 


INVASOD HSIWN 


L&K's Kenneth: Adding up 
to great expectations 


SHAILESH DOBHAL 
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MESH GOSWAMI 
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| S A CHINESE THINKPAD STILL A THINKPAD? THAT 
in a nutshell, is the question topmost in the 
minds of IBM laptop customers, both current 
and potential, following the landmark acq- 
uisition in May this year of Big Blue’s $10- 
billion (Rs 45,000-crore) PC business by an 
upstart Chinese company called Lenovo. 
Even as Lenovo is busy selling its “nothing 
will change” pitch to Big Blue faithfuls in mat- 
ure markets, it is putting its strategy together 
for emerging markets, including India. “Con- 
sumers the world over are very different, 
but our approach in India will be very simi- 
lar to China's," said Lenovo Chairman Yang 
Yuanqing on his recent trip to India. Lenovo 
dominates the Chinese retail PC market 
with a 30 per cent share, but its market out- 
side of China is in the enterprise segment, 
thanks to IBM's focus on it. Lenovo, however, 
hopes to address this gap as soon as possi- 
ble, particularly in India, where Yang again 
sees a likeness to China and a potential for 
retail outlets, unlike the US, where retail 
space is too expensive. "The Indian market 
will suit Lenovo very well in what they are do- 
ing, but execution is key," says Martin 
Gilliland, Principal Analyst, 
Gartner. "In the retail seg- 
ment, a Rs 12,000- 
14,000 PC is what they 
will target in the Indian 
market, and if they do 
that, they could see sig- 
nificant volumes," he 
adds. Lenovo is already 
a fixture on the Kaun 
Banega Crorepati 
show (yes, the PCs 
of Amitabh Bachc- 
han and the con- 
testants are Len- 
ovo). It may be a 
| matter of time be- 
fore it comes out 
of the telly and into 
Indian homes. 
PRIYA SRINIVASAN 
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Patent Prospect 


Focus turns to ‘enantiomer’ patent challenges. 


N OCTOBER 12 WHEN THE UK COURT OF JUSTICE 

upheld the exclusivity of one of Pfizer’s patents 

on Lipitor (basic compound: Atorvastatin), it 

also ruled that a second patent covering the calcium 
salt (atorvastatin calcium), described in technical jar- 
gon as an enantiomer patent, was invalid. While the 
verdict, appealed against by both Pfizer and Ranbaxy for 
their respective loss, took steam off the Indian com- 
pany’s stock, analysts on Dalal Street are beginning to 
focus on other enantiomer patent challenges. Specifically, 
Dr Reddy’s Labs (along with Apotex of Canada) has chal- 
lenged Sanofi’s enantiomer patent on anti-stroke drug 
Plavix, while Cipla (besides Ivax) has challenged a simi- 
lar patent held by Forest Laboratories over its anti- 
depression drug, Lexapro. Trials in the Plavix case start 
end of this year, while Lexapro hearings start April 
next. Together, they represent $4 billion (Rs 18,000 
crore) in opportunity for the generic drug manufacturers. 
Pharma analysts feel that Ranbaxy’s enantiomer win 

in the UK could have a favourable impact in the us, 
where a ruling on the Lipitor case is expected end of this 
year. Ranbaxy has already got a favourable ruling in 
Austria for the Lipitor challenge and there is speculation 
that it could score similar wins in other European markets 
like Spain, Finland and Denmark, which together account 
for $500 million (Rs 2,250 crore) of Lipitor sales. If 
Ranbaxy wins only the enantiomer patent in the US it will 
still get marketing exclusivity for six months in 2010, 
when Pfizer's patent expires. And in those six months, 
analysts feel Ranbaxy could rake in some $600 million (Rs 
2,700 crore) in profits from its generic copy of Lipitor. 


E. KUMAR SHARMA 
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Ranbaxy's patent challenges: US is the real battleground 
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“Consumer Values Are 
In A State Of Flux” 


I 1% BUSINESS CARD DESCRIBES HER COMPANY AS 
one ‘Delivering better futures’. But as Chief 
Executive of WPP's Henley Centre, a consumer mar- 


keting consultant, Sian Davies keeps an eye on 
global consumers. She spoke to BT's Shailesh Dobhal. 


What are the emerging consumer trends globally? 

Broadly, there are four things happening, First, con- 
sumer values are in a flux—consumers are ques- 
tioning what is right, wrong, what does happiness 
mean. Second, the rise of the super-consumer— 
consumers are aware that they have the power of 
choice and they exercise it. Third, there is this 
really interesting trend of responsible youth, more 
focussed on being well educated, working hard and 
environmental issues. Lastly, there is a height- 
ened focus on well-being with consumers globally. 


How are global brands using these insights? 

In a number of ways. One key area is innovation. 
For example, Unilever is embracing the concept of 
vitality, and that influences how it develops food 
products and some of its personal care products. 


How has new media impacted consumer behaviour? 

Our research shows that digital media is changing 
brand choices. It is encouraging people to switch 
and buy a brand that is different to the one they 
would have bought otherwise. Cellphones are 
making people's lives more fluid and flexible, ‘liq- 
uid lives’ as we call it—there is a lot less planned 
shopping and a lot more spontaneity to their lives. 


How will responsible consumers impact brands? 
Although some brands have begun to respond, 
consumer attitudes are ahead of where most brands 
are currently. This is manifesting in declining lev- 
els of trust in big corporate brands. So, companies 
are increasingly tracking social attitudes and trying 
to figure out what that means for their marketing 
strategies. CSR is now the job of the marketer. 
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Staying Invested In India 


Banks are scrambling for a piece of IMD redemptions. 
domestic bankers will 


C» it out on foreign 


shores to get a piece of the Rs 
37,000-crore India Millennium 
Deposit (IMD), which is due for 
redemption by the year-end. 
IMD issuer, the State Bank of 
India (SBI), itself is expected to 
corner 20-30 per cent of the 
proceeds, while others like the 
Life Insurance Corporation of 
India (LIC) and ICICI Bank have 
got into the act too. “LIC’s Bah- 
rain subsidiary is awaiting 
approval for a new product to 
tap IMD redemption holders, 
since the Gulf is a big market," says the corporation's Chairman, A.K. 
Shukla. icici Bank has increased deposit rates for FONR and NRE accounts 
by 0.13 per cent to 0.16 per cent. As the redemption nears, there'll be 
more financial institutions joining the fray. 


OME DECEMBER, AND 





UMESH GOSWAMI 


^ SBI's А.К. Purwar: Netting IMD share 


ANAND ADHIKARI 
H y 
Biotech's New Model 
An NRI's start-up plans to play the middleman. 
been a bit of a serial entrepre- 


I He's founded or co- 
founded a contract research and 
manufacturing firm, a technology 
marketing firm and a medical 
devices firm. In his new role as the 
co-founder, Chairman & CEO of 
Actis Biologics, a California-based 
biopharmaceuticals start-up, Saxena 
is trying to be an industry middle- 
man of sorts. Actis' business model 
depends on in-licensing promising 
molecules and then partnering with Indian drug companies to take them 
through clinical trials. *We will utilise the cost advantage and patient 
pool in India, which will make it easier to put more products rapidly 
into the market," says Saxena. Actis has in-licensed four molecules and 
plans to set up joint ventures in India for their development, with the 
JV getting rights for India and semi-regulated markets. Saxena also plans 
to invest Rs 60 crore in India for setting up a subsidiary to carry out clin- 
| ical trials and manufacturing of its cancer drugs. 





N THE US, SANJEEV SAXENA HAS 


Actis’ Saxena: In-licensing pays 





AHONA GHOSH 


| 30 BUSINESS TODAY NOVEMBER 20 2005 





жүз XINDnoOS 





G. KRISHNASWAMY 


NOW, BUSINESS 





PF- „э MKS, 1 
It's about money, honey: He gets it 


ANAYAM VIKATAN, UNGAL PANAM, 
Thozhil Kattumanam Munne- 
tran and Trichy Business Magnet are 
just a few of the dozen or so busi- 
ness and personal finance maga- 
zines that have sprung up in Tamil 
Nadu in just the past one year. 
Although most of them are in Tamil 
and don't have a fixed periodicity 
(that depends on enough ads com- 
ing in), readers—especially in smaller 
cities—are lapping them up. 
“Business magazines with pre- 
dictable monthly periodicity have a 
little more than a lakh in circulation,” 
says K. Jayakrishnan, owner-editor 
of Valar Thozhil. The bigger political 
Tamil dailies have spotted the opp- 
ortunity too. Last year, Dina Thanthi 
started offering business pages in 
association with The Economic 
Times. Its circulation jumped from 7 
lakh to 8 lakh, and the newspaper 
suspects the business pages may 
have had a hand in it. What's more, 
big-ticket advertisers like General 
Motors, the TVS Group and L&T 
have started advertising in Tamil 
business magazines, prompting 
some of the beneficiaries like Thozhil 
Ulagam to increase pages and go 
colour. Even so, "only 10 per cent of 
the potential business readers in 
Tamil have been reached", reckons 

R. Vijayakumar of Thozil Ulagam. 
NITYA VARADARAJAN 
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Finally, Here Comes Vodafone y 


The world’s best-known mobile telco enters India with a 10 per cent stake in Bharti. 


ODAFONE GROUP CEO ARUN SARIN USUALLY TRAVELS BY 
commercial airlines (he doesn’t like to waste money). 
His latest trip to India, however, is a last-minute 
thing and he charters an aircraft to arrive in Delhi on the 
night of October 27. On the morning of October 28, he 
makes a trip to Prime Minister Manmohan Singh’s office 
along with Bharti Tele-Ventures (BTVL) CEO Sunil Mittal. At 
a function in London last year, Singh had asked Sarin when 
Vodafone was investing in India. Without a preamble, \ 
Singh asks the question again, and the India-born CEO of 
Vodafone is ready with an answer. “Now.” Soon after that 
quick meeting with the pM, Sarin and Mittal rush to the 
Belvedere Club at The Oberoi, a hotel just a couple of kms 
away. At 11 a.m., the two sign a historic deal that allows 
Vodafone to pick up an effective stake of 10 per cent in BTVL, 
2 India’s largest mobile services provider, for $1.5 billion or Rs 
z 6,750 crore (Rs 351 a share). Warburg Pincus, a large private 
= equity player and an early investor in Bharti, exits completely 
by selling out its last remaining 5.65 per cent stake (Its total 
Ringing in: Vodafone's Sarin (L) with Bharti's Mittal take: a profit of $1.6 billion on an investment of $300 
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4 million, invested over three tranches from 1999 to Bharti Tele-Ventures (Shareholding pattern) 
2002, where at the end the private equity investor QE Г 
had a peak stake of 18.52 per cent). The Mittal family Bharti Telecom: 45.9% (SingTel and Vodafone indirectly hold 
sells shares in the privately-held Bharti Enterprises to 8 effective 14.99% and 4.4%, respectively, in Bharti 
Vodafone giving it an effective 4.4 per cent holding in Tele-Ventures through Bharti Enterprises, which holds 





BIVL and taking its total stake to 10 per cent. 68 per cent in Bharti Telecom) 

The deal is India’s single largest foreign invest- Single: — 19.11% _ 
ment till date. It marks the second coming of Vodafone, Vodafone: — — 5.65% 
the world’s largest telecommunications company with Misi 05.96% 
presence in 27 countries and 165 million subscribers, Private Corporate Bodies: 1.4% 
to the world's second fastest growing telecom marker Others: 5.38% 


after China. Vodafone had exited Chennai-circle 
operator RPG Cellular in 2003 since that investment did Vodafone was approached by other Indian telcos wil 


Á not give the company a pan-India presence. Besides, the ing to sell (or sell-out), but refuses to take names 
Indian policy environment was not conducive. That It is unlikely that Vodafone will be happ 
changed in the last week of October, when 74 percent just a 10 per cent stake (although, in China Mobil: 
foreign investment in telcos was okayed. Vodafone holds only less than 3 per cent). “Yes, « 

The dalliance between Mittal and Sarin is believed would like to have a larger share. But we are happy wit 
to have started only a few months ago. “Bharti is a large the current 10 per cent stake,” says Sarin. Mittal says he 


company with 15 million customers. If we need to take has no plans of diluting any more of his holding, but th: 
the company to the next level, we need new skills buzz is that he and his family may be willing to do s 
(where Vodafone fits in),” says Mittal. “The reason we down the road, if the price is right. SingTel, which has 
looked at Bharti is that it's a large national player а 30.84 per cent stake іп BTVL, could also be a willis 
(present in all 23 circles) and also because of its seller (it has, after all, allowed Vodafone a toe-hold) 
entrepreneurial DNA," says Sarin. He admits that SAHA 
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RPG's Retail Revamp 


The business gets broken up into four distinct formats. 





RPG Retail's Goenka: Trying hard to make up for lost time 


ways with Dairy Farm International, it has unveiled a new blue- 

print for growth. Under the reorganisation, all of RPG's retail 
businesses (except MusicWorld) will be brought under the Spencer's 
umbrella and split into four distinct formats: A small (about 2,000 squ- 
are feet) fruits-and-veggies only store; a bigger food store with produce 
but also staples, processed foods, FMCGs, and bakery; a chain of con- 
venience stores that will be spread over 10,000-15,000 sq. ft each and 
in addition to produce, staples and FMCGs offer garments, liquor and 
general merchandise. Finally, there will be the hypermarket, which will 
be destination stores spread over 35,000-55,000 sq. ft and offer not only 
everything that the three smaller formats do, but also houseware, white 
goods and electronics. “It’s a more focussed, more defined and a 
more aggressive roadmap to grow exponentially in size and margin, be- 
cause we now realise that size does matter,” says Goenka. 

RPG is looking at upping its retail floor area from 4.4 lakh sq. ft cur- 
rently to 46 lakh sq. ft and revenues from Rs 400 crore to a whopping 
Rs 5,000 crore by 2008-09. According to Goenka’s rough estimates, 
the group will have about 60 hypermarkets and supermarkets, and 270 
MusicWorld stores by the end of the decade. Spencer’s recently 
opened its first hypermarket in Sahibabad near Delhi, and seven 
more hypermarkets/supermarkets are expected to be opened in and 
around Delhi over the next several months. Simultaneously, RPG, 
which plans an IPO next year, will be opening 12 new stores in 
Kolkata, besides a few in Pune, Aurangabad and Vizag. Goenka's 
belated alacrity is easily explained. Although his erstwhile Food World 
chain was the first to kick off 11 years ago, he's ceded the retail czar 
status to newcomer Kishore Biyani of Pantaloon. 

RITWIK MUKHERJEE 


Ne FIVE MONTHS AFTER SANJIV GOENKA’S RPG RETAIL PARTED 
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BIRD FLU 





Talking Tamiflu: Will India rake-off? 


T'S A POTENTIAL GOLDMINE, BUT MOST 
Indian companies aren't sure if 
they will be able to tap into it. We 
are talking about Tamiflu, the anti- 
influenza drug that will be needed in 
millions of units should there be an 
avian flu outbreak in the world. 
Currently, patent-holder Roche is 
the only manufacturer of the drug 
and governments around the world 
are worried about a potential short 
supply. Therefore, compulsory 
licensing (or letting other drug com- 
panies manufacture Tamiflu) may be 
introduced to cope with a sudden 
surge in demand. Ironically, Indian 
drug companies aren't sure if this will 
mean big business. "This is not 
driven by a profit motive," says D.G. 
Shah, Director General, Indian 
Pharmaceutical Alliance. Adds Amar 
Lulla, Jt Managing Director, Cipla: "It 
is also a complex process and 
expensive, so not very attractive 
commercially." For instance, one of 
the chemicals used in the drug is 
potentially explosive, besides which 
the price of shikimic acid, a key 
ingredient, has shot up from $40 (Rs 
1,800) a kilo three months ago to 
$700 (Rs 31,500) a kilo now. But 
fortunately for Indian consumers, 
Cipla, Ranbaxy and Hetero Drugs 

have plans of making the drug. 
E. KUMAR SHARMA 
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What: Zee TV introduced a unique concept of one-minute ad breaks in one 
of its most ambitious projects launched in recent times. The show, Saat 
Phere-Saloni Ka Safar, had four sponsors (Radio Mirchi, Zandu, Mother Dairy 
and CavinKare). Their usual 30-second spots were cut to 15 seconds each 
Why: “It was a unique promotion,” says Tarun Mehra, Vice President 
(Marketing), Zee TV. The channel thought it would be able to win over Prime 
Time (9:30-10 p.m.) eyeballs from some of its rivals 

Uniqueness: A half-an-hour show has seven-eight minutes of ads. But, on 
October 17, the first day of Saat Phere telecast, couch potatoes had an un- 
interrupted viewing experience. It was business as usual next day onwards 
Opportunity Lost: Around Rs 7-9.8 lakh 

Opinion: Says C.V.L. Srivnivas, Managing Director, Maxus: “It is an interesting 
initiative to check the increasing ad clutter on TV. But broadcasters will have 
to look at alternative sources of revenue to sustain such initiatives" 
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Zee's Chandra: Stumped! 


BCCI Boots 
Out Zee 


T SEEMS ESSEL GROUP CHAIRMAN 
Subhash Chandra's apprehen- 
sions that the Board of Control for 
Cricket in India (BCCI) was 
determined to disqualify his bid 
for Indian cricket's telecast rights 
were not totally misplaced. Zee 
Telefilms was declared ineligible 
after the cricket board opened 
its technical bids on October 4, 
and submitted the results before 
the Delhi High Court. BCCI cited 
two reasons for disqualifying Zee. 
One, the broadcaster did not 
have three years minimum 
experience in sports broadcasting 
and second, it had never been an 
original licencee of any sports 
property before. Zee, obviously, is 
not amused. "Some of our rivals 
didn't have any in-house expert- 
ise in live production of cricket till 
last year and the properties they 
have telecast in the past were 
not owned by them, but by their 
parents based outside India. Yet, 
their bids have been accepted," 
says Ashish Kaul, Vice President, 
Essel Group. The game, how- 
ever, is far from over. According 
to Pratibha Singh, one of Zee's 
counsels, "The court was not 
convinced by BCCI's line of rea- 
soning. It has sought a detailed 
explanation in support of its 
arguments against Zee." The case 
will come up for hearing on 

December 12 now. 
ARCHNA SHUKLA 
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P-WATCH 


TAX EVADERS, BEWARE 
WAY BACK IN 1997, P. CHIDAM- 
baram, then Finance Minister in 
the United Front government, 
had declared: “I will come down 
very, very heavily on tax 
evaders.” Today, as FM in the UPA 
government, he is redeeming 
that pledge. Chidambaram 
recently announced that the tax 
authorities have collected the 
names, addresses and other 
details of all people who run up 
mobile phone bills of more than 
Rs 1,000 a month; who spend 
more than Rs 2 lakh a year with 
their credit cards; withdraw Rs 
10 lakh or more in cash; or 
invest more than Rs 2 lakh in 
mutual funds. So, if you haven’t 
paid your taxes, this may be your last chance to come clean. Or else... 
ASHISH GUPTA 


PANKAJ NANGIA 


OLD OIL IN NEW BARREL? 





FM Chidambaram: Redeeming his pledge | = 


CONSUMERS CAN LOOK FORWARD TO SOME RELIEF FROM HIGH PETROL PRICES— | 


but only after six months. The government has set up a six-member inter-min- 
isterial committee headed by C. Rangarajan, Chairman, Prime Minister’s 
Economic Advisory Council. Crude prices have come down from their 
September 1 peak of $62.78 (Rs 2,825.10) per barrel to about $55 (Rs 2,475) 
now, but the spectre of volatility remains. Petroleum Secretary S.C. Tripathi 


says the panel will look into the incidence of taxation on crude and petroleum | 


products and submit a report on rationalising the same by April 2006. The 
guiding principle: the burden of high prices will be shared equally by the con- 
sumers, the government and the oil companies. Now, why does the govern- 


ment need a committee to recommend something that it is already practising? | 


KUMARKAUSHALAM 


IT'S RAINING TRADE PACTS 
THE MANMOHAN SINGH GOVERNMENT IS FINALISING FREE TRADE AGREEMENTS 
(FTAs) with many more countries and trade blocs. Its logic: With multilateral- 
ism floundering, regional trade agreements seem to be the only way to inte- 
grate India's economy with the globe as well as find new markets for its 
goods. But India Inc. is upset; it wants a more calibrated approach to the 
issue. Why? The absence of adequate infrastructure, the cascading effect of 
internal taxes and duties, and inflexible labour laws combine to whittle down 
India's global competitiveness. Sounds like a replay of the Bombay Club 
argument. The government, meanwhile, is going ahead with its plans. 
ASHISH GUPTA 


40 BUSINESS TODAY NOVEMBER 20 2005 





` allows for the 


A bird’s eye view of what’s hot and what’s 


not on the government's policy radar. 





' 
PROJECT CLEARANCES WILL BECOME 
easier from next year. The Draft 
Environment Impact Notification, 
2005, prepared by the Ministry 
of Environment and Forests, 
ansion and 
modernisation of 
without environmental clear- 
ance and empowers the ministry 
to grant temporary working per- 
mission of up to two years on 
receipt of applications in the 
prescribed format. The notification 
will be gazetted in early 2006. 


- Fishing: out: Jobs plus profits x 


A BOOST FOR FISHERIES 


THE GOVERNMENT IS SETTING UP A 
National Fisheries Development 


Board to optimally tap the. 


potential for increased fish pro- 
duction. The sector provides 


employment to 14 million peo- 


ple, but has never received the 
attention it deserves. Says Union 
Agriculture Minister Sharad 
Pawar: "Farmer suicides are 
practically non-existent in 
regions where they are also 
involved in livestock rearing and 
fisheries." The board will 
especially focus on inland 
acquaculture. Maybe, just 
maybe, the lot of the Indian 
farmer is finally heading north. 

‘ASHISH GUPTA 
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SHAILESH RAVAL 


CURRENT 


HEADLINER 
Yunus Bilakhia 
DOE UNE 





BUSINESS TODAY ISN'T A MAGAZINE GIVEN 
to bragging. But just this once, we'd 
like to say, ^we told you so". Micro 
Inks, the Vapi (Gujarat)-based inks 
company, which featured on BT's 
20 Companies to Watch list last 
year, has been snapped up by 
Germany's Huber Group for a whop- 
ping Rs 991.50 crore, or Rs 675 a 
share, making the deal one of the 
biggest in recent times. Huber, the 
world's fifth largest and family-run 
printing ink maker, will acquire 
between 50.5 per cent and 59.06 
per cent from the Bilakhia family, 
besides making a mandatory open 
offer for another 20 per cent. While 
the promoters' holdings will be 
reduced to a minority position, 
Chairman Yunus Bilakhia and his 
son and Managing Director Anjum 
will continue in their respective posts. 
"Micro Inks has, in a single move, cat- 
apulted from its current position to be 
a part of one of the global leaders," 
Chairman Bilakhia said in a release. 
That's not all. The Bilakhia family 
will buy out a 46 per cent stake in 
Huber's European subsidiary, Stehlin 
& Hostag AG, for an undisclosed sum. 

KRISHNA GOPALAN 


) 2005 
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The Bilakhias of the Rs 900-crore Micro Inks 


stun the market with a surprise sell-out. 


Nicholas Piramal 
Snaps Up Avecia 





NPIL's Piramal: In acquisition mode 


LESS THAN A YEAR AFTER AJAY 
Piramal's Nicholas Piramal (NPIL) 
acquired the UK-based Rhodia's 
inhalation business, it has struck 
another deal in the country to buy 
Avecia Pharmaceuticals for Rs 76 
crore. Bought from private equity 
investors Cinven and Investcorp 
International, Avecia is a global cus- 
tom manufacturer, NPIL's area of 
focus, and had revenues of Rs 290 
crore last year. The acquisition gives 
NPIL's fledgling custom manufac- 
turing business a front-end in the 
European market, although rising 
costs mean that much of the man- 
ufacturing will happen in India. 


Binani Cement 
Finds Investor 


BINANI CEMENTS FINALLY SEALED A 
deal with J.P. Morgan Chase to sell 
a 25 per cent share in the company 
for Rs 250 crore, which includes a 
debt component. The deal, which 
had been in the air for a while, will 
help Binani double its cement 
capacity to 4.5 million tonnes at a 
total investment of Rs 450 crore. 
Binani Group Chairman Braj Binani 
thinks the deal will allow the 
company to enter a phase of rapid 





growth. According to some ana- 
lysts, inadequate cement capacity 
hikes could boost prices and, hence, 
earnings of cement manufacturers. 


Ford India 
Steps On The Gas 





Ford's Mathew: The Indian fiesta 


FORD INDIA, WHICH IS SET TO LAUNCH 
its brand new car, the Fiesta, in the 
middle of November, has 
announced plans of investing $75 
million (Rs 337.5 crore) *to support 
further growth in the important 
Indian market", its new President & 
MD, Arvind Mathew said in a 
release. The Blue Oval has already 
invested $375 million (Rs 1,687.5 
crore) in its manufacturing facility in 
Maraimalainagar near Chennai. 


SENSEX'S TOP LOSERS 


Last month's upheaval on the BSE cost some 
blue-chips dearly. 
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NEWS NUMBERSOFNOTE € у 


ANOTHER DEAL 200 million: The number of people worldwide 
| - who now live in countries other than the ones in which 
they were born, according to the World Bank 


je 


$8.86 billion (Rs 39,870 crore): The amount of 
foreign direct investment into India—which is one- 
third of the total FDI into the country over the past 

13 years—that is routed through Mauritius because 
of an agreement to prevent double taxation 


$3 5 billion (Rs 1,57,500 crore) a year: Size of the 
global counterfeit drug industry, according to the World ` 
Health Organization 





SHOME BASU 


Kinetic's Joint MD Sulajja Firodia Motwani 1.41 million: Number of cars covering 17 different 
models that Toyota is set to recall for repair. This is a 


РР УИ CALLING IT АТОЛУ TN THE new record for the Japanese automobile manufacturer 


motorcycles business? The Pune-based com- 
pany, which has a tie-up with Hyosung Motors of 
Korea for sourcing motorcycle kits, has raised Rs 
38.40 crore from Reliance Capital Private Equity in 
return for, effectively, 14.81 ent of its equity. TA 
(Earlier in aeris year. dat Motor зла po 279 million francs (Rs 225.4 crore): Sales of 
palling: shatas- Bennett Calsman 8 Go tr Rs Tamiflu, Roche Holding’s birdflu remedy, that climbed 

RI MEL 17 per cent in the third quarter, as governments stock 
70.92 ортди ншы RME reta en up on the antiviral drug on the advice of the World (S 
ibid 50 REG motorcyc д Health Organization 
but auto parts. “There’s immense potential in the 
auto components and engineering sector and we in- 
tend to focus on the auto components space,” 
says Kinetic Engineering's Joint Managing Director, 
Sulajja Firodia Motwani. 
t's to hy Kinetic is looking f 

E eon eee. Although Kinetic entered 1 1 lakh: The number of jobs feared to have been 
the motorcycles segment way back in 2001, it lost as a result of the October 8 earthquake in Pakistan 
hasn't been able to build a presence for itself. As 
SIAM figures, total domestic sales of crono 55 million units: Total worldwide shipment of 
September 2005 was 538,889 units out of which PCs in Q3 of 2005 
Kinetic Engineering sold 2,722 units. This translates 
to an insignificant 0.5 per cent share. (In con- 3,248 : Number of patents registered by IBM 
trast, TVS Motor, another two-wheeler manufacturer with the United States Patent and Trademark 
that split up with Suzuki and is now going solo, has Office in 2004 
a 13.11 per cent share of the market.) Kinetic’s 
chances of significantly increasing its share in the Rs 9,000 crore: The total value of blouses, 
near future don't look too bright. Hero Honda and skirts and T-shirts exported from India last year 
Bajaj Auto already hog the lion's share of the mar- 
ket, and Honda Motorcycle & Scooter India (HMS) £1.2 billion 
has announced plans of doubling its motorcycle ca- (Rs 9,480 crore) : The 
pacity. That means stiffer competition ahead. And amount retail entrepreneur 
Kinetic, perhaps wisely, has decided not to fight a ^ Philip Green has banked 
battle it cannot win. after awarding himself the 


KRISHNA GOPALAN biggest pay cheque in 
British corporate history 


75,681. The number of cars іп status-conscious 
Delhi that sport a VIP number 


$400 billion (Rs 18,00,000 crore): Size of the 
global airline industry, which generates $1.3 trillion 
(Rs 58,50,000 crore) in economic output 
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Kajaria was established in 1988 with a vision to sow the seeds of revolution in the entire 
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29 countries across the globe. With its world-class production facilities working at full 
capacity at Sikandrabad and Bhiwadi. A production unit has been awarded ISO 14001 for 
maintaining the highest environmental standards. Such is the beauty of Kajaria. 
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The Geneva- Arecent survey by International 
ИА headquartered World Trade Organization Corporate Experts in Germany shows that 
foresees a slowdown in world trade this year 300,000 medium-sized companies with 
because of the steep rise in crude oil prices. unresolved problems in succession are possible |] 
World merchandise exports are likely to grow targets for acquisition. For Indian companies, 
6.5 per cent in 2005 compared to 9 per cent especially in IT, pharmaceuticals and textiles, 
the year before. The trade deceleration is that may be an opportunity, given that Germany 
expected to be particularly pronounced in Asia is wooing foreign investment from countries 
and Europe. such as China, India and Singapore. v 
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After nearly two decades at America's Federal Reserve, 
Chairman Alan Greenspan will retire in January, making way for Bush 
administration nominee Ben Bernanke. The Princeton University professor 
and macroeconomist has already started making the right noises by saying 
that inflation was not a worry yet and how the US economy was in no threat 
of a slowdown. For Finance Minister P. Chidambaram, who met Bernanke 
at the recent IMF meet, those may be comforting words. 





Corruption Perceptions Index 2004 


It's a familiar story, with a few surprises: Developed nations fare better on corruption index. India and China, growing fast, manage a decent score 


Least Corrupt The In-betweens 


Country Rar CPI Score T Rank CPI Score ;Quntry Rank СРІ Score >ountr Rank CPI Score 
ICELAND 9.7 ICELAND THAILAND 
FINLAND 9.6 FINLAND BRAZII 
NEW ZEALAND 9.6 NEW ZEALAND MEXICO MEXICO 
DENMARK 9.5 DENMARK SAUDI ARABIA SAUDI ARABIA 
SINGAPORE 9.4 SINGAPORE CHINA CHINA 
SWEDEN 9.2 SWEDEN SRI LANKA x SRI LANKA 
SWITZERLAND 9.1 SWITZERLAND INDIA INDIA 
NORWAY 8.9 NORWAY ARGENTINA ARGENTINA 
AUSTRALIA 8.8 AUSTRALIA RUSSIA # RUSSIA 
AUSTRIA 8.7 AUSTRIA PAKISTAN i PAKISTAN 
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Source: Tran sparency International 





“There is a good potential f 
one million mini cars in the future’ 
Tata Motors Managine Dir 


“We underestimate the power of tl 

| 
government and how much 
poor have in it” 


Heart surgeon and founder 


A manufacturing unit in Germany 


“This is a very, very big business. 
competition today for us is not \ 
It is counterfeit drugs’ 


Regional Corporate Asset Prot 


Eli Lilly Asia 


T 


POTG: Here's another country that's wooing 
indian ami Singapore i is courting top companies in 
India, including Tata International, Essar, ONGC, GAIL, SAIL “Т was the last live rock ‘n’ roller 
and State Trading Corporation. Sops on offer: A lower corporate 


tax rate of 10 per cent against the standard rate of 20 per German politics. Now, in all pathes 
€ >> cent, and cheaper access to bank credit. the play back generation 15 гаки 


The Economist 


“Countries like India bring us dow: 
For, consumers here demand prod 
cutting-edge technology at the low: 
possible price" 

Co-f und , and « ратта? 


products company 


“The purpose of an industrial orga: 
to improve society. Judge us on tl 
1 Tatal te 


“Each year the amount of paper wa 
on freight documentation could be 


accommodated in 39 Boeing 747 
or 81 AUS 
Most Corrupt ee а 
0 ' 2004 — = 
Rank CPI Score Rank CPI Score 
44 2.1 77 2.2 “Wipro’s Azim Premji is mindi 
04 2.1 TAJIKISTAN 122. 2.0 own business; he doesn't tel 
Î 2.0 ANGOLA 33 2.0 run the government" 
2 1.9  OOTED'IVORI ЕК, Formir 7х 
ATORIAL GUINEA 152 1.9 EQUATORIAL GUINEA © © n.a. 
RIA 152 4.9 NIGERIA 148 4.6 “Massive emigration of highly-skilk 
58 1.8 НАП 145: 1.5 citizens poses troubling ‹ dilemn 
MYANMAR ©з 1.8 MYANMAR 42 1.7 many smaller low-i income co 


URKMENISTAN EEE: STA 132 2.0 World Bank in a report "In 1 M 
BANGLADESH 198. 1.7 — BANGLADE 4% 1.5 Ss M mh 





tel" built in, Bumrungl 


expansion ® 





Bumrungrad Hospital, Southeast 


Asia's largest healthcare facility, created a kid-friendly pediatric clinic out of a 10,000-square 


medical records unit. How? An ultra-scalable, 4-way Intel Xeon processor based system 
improved data reliability and made records paperle Read more about Bumrungrad Hospital's 


experience with Intel builtin at www.intel.com/apac/builtin 
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Pact: Between 


г London Metal 
І Exchange and 

j Multi Commodity 
‚ Exchange of 


India, for allowing 
the latter the use 
of LME prices as 
the basis for MCX 
settlement contracts. This will 
integrate Indian participants with 
the global market, according to 
MCX CEO and MD Jignesh Shah. 
Initially, the agreement will apply 
to contracts for aluminium, tin and 
nickel, and later extends to copper. 
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Signed: By India and Mauritius, a 
preferential trade agreement. This 
is expected to help increase the 
island nation's exports to India and 
provide India with an opportunity 
to tap into African markets via re- 
exports from Mauritius. The areas 
covered include legal assistance, 
hydrography and public administra- 
tion. Mauritius Prime Minister 

Dr Navinchandra Ramgoolam has 
| also invited private Indian airlines 
to fly to Mauritius. He has given 
priority to eight sectors, including 
IT, agro-industries, pharma and 
financial services. 
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Ranked: By the Retail Asia 





my. 
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Shriram Group's R. Thyagarajan 


=: 


magazine, 17 Indian players, 
among the ‘Top 500 Retail Asia- 
Pacific Rankings 2005’. China, 
with 87 companies, heads the list. 
Japan (72), Korea (48), Taiwan 
(48), Australia (40), Hong Kong 
(38) and Singapore (31) are next in 
the pecking order. 


Launched: By Deutsche Bank, 
retail banking services in India, the 
first country outside Europe where 
the German banking major will 
have a retail presence. The bank 
has Rs 10,000 crore of wholesale 
banking assets in India and recently 
pumped in Rs 419 crore to support 
its growth in the country. 


Jackpot: Hit by 
private equity 
investor Warburg 
Pincus, when it 
sold its 
remaining 5.65 
per cent in 
Bharti Tele- 
Ventures for 
$847.5 million (Rs 3,814 crore) to 
Vodafone. Combined with its earlier 
part-exits in Bharti, Warburg's total 
take from the telco is a staggering 
$1.6 billion (Rs 7,200 crore). That 
should make Rajesh Khanna, MD, 
Warburg Pincus, a happy man. 





AND THE WINNERIS... 


THYAGARAJAN OF 
=.: based Shriram Group who 
beat two other bidders to walk away 
with defunct Standard Motor 
Products’ prime property at 
Perangulathur on the outskirts of 
Chennai. His winning bid of Rs 154.1 
crore was only marginally more than 
rival bidder Martin Lottery's, which 
pulled out after quoting Rs 154 crore 
Thyagarajan plans to use the 57.84 
acre Standard Motor land to develop 
5 million sq ft of commercial land to 
be leased to IT companies and shop 
ping malls. The bids were held at 
the Chennai High Court 
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С. KRISHNASWAMY 


OfficeTiger’s Co-CEO Joseph Sigelman * 


IG BOY TCS ISN'T THE ONLY ONE 
fermenting action in the out- 
sourcing space. The last six to eight 
months have seen many Chennai 
BPO companies acquire businesses 
based in the us and elsewhere. The 
idea: rather than provide third- or 
fourth-party services to clients 
abroad, service those markets di- 
rectly. Among the Bpos that have 
made recent acquisitions are Take 
Solutions, which bought New 
Jersey-based 4Bsoft in a $1 million i 
(Rs 4.5 crore) deal; OfficeTiger ac- 
quired us-based MortagageRamp 
for reportedly $25-30 million (Rs 
112.5-135 crore); and Ajuba 
Solutions, a player in healthcare 
billings, is on the prowl too. 
“Almost 95 per cent of the health- 
care billing companies are less than 
$10 million (Rs 45 crore) in size. 
They cannot scale up, so acquisition 
makes sense,” says Devendra 
Kataria, President, Ajuba. For Take 
Solutions and OfficeTiger, these 
aren’t the first US acquisitions. 
Last year, the former bought 
clinMetrics for $3 million (Rs 
13.5 crore), and OfficeTiger had 
snapped up UK-based, $20-mil- 
lion (Rs 90 crore) Devonshire 
Group. Says Randolph Altschuler, 
Co-cEO, OfficeTiger: “With the 
(MortgageRamp) acquisition, we 
can expand the depth and breadth 
of our services and create a global 
financial services platform.” ’ 
VAISHNA ROY 


Fujitsu General 







When the temperature hits 45 C 
the legend of @GENERALL begins. 
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owe QOGENERAL 
AUR CONDITIONERS 
The Extreme Machine 
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ETA GENERAL PRIVATE LIMITED, Corporate Office: Chennai: Ph: 28416773, 28525650. Regional Offices: Kolkata: Ph: 22836508, 22406621/9219 Mumbai: Ph: 2 
Branch Offices: Ahmedabad: Ph: 26743260 Bangalore: 25356711, 25354392/93/518 Chandigarh: Ph; 5087288/89/90 Cochin: Ph: 2311638, 5010638 Hyderabad 
98290-54135 Nagpur: Ph: 93711-77785 Pondicherry: Ph: 2641774/75 Pune: Ph: 26051310/11 Surat: Ph: 98980-93591 Indore: Ph: 98930-78731 Raipur: Ph: 98930-6 
e-mail: info@etageneral.com Website: www.generalindia.com 
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Take the fast lane to success. 





The all new Corolla. When you know success is a rising target, giant leaps are far more rewarding than small steps. Case in poin 


styled with finesse and driven by aspiration, you'll find the new Corolla an ideal extension of your escalating stature. Because it believes in leading by a lai 


www, corollaindia.com 
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Perfection 





з all new Corolla. Engineered to perfection, 


гї... quite like you do. (CC) Rc yL 7] | The One Above 


The all-new Corolla is enhanced with an elegant wood-finish steering wheel equipped with fF, 
Convenient audio controls, premium stereo with MP3 player, chic LED rear combination lamps | UNMATCHED 
and classy 10-spoke alloy wheels. . 1 


Features shown may vary between models/grades, 








| TH BT50 B All India Household Expenditure 
Indian consumers spend the most (over 30 per cent) on groceries; They manage a tight leash 
INDEX on loans, taxes and rent (below 5 per cen; | 
A correction, finally. | 
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КАП W Groceries BE Utilities - Investments... Personal Grooming 
Oct. 31, 2005 W Entertainment e Children #0 Travel/ Commuting J Loans, Taxes, Rent 
Wi Other Expenses li Communication Figures in per cent 
i Source: Henley Centre and IMRB International 
Current Buyback Offers 


Companies that want to n their stock back. 


` 230.68 


Oct 31, 2008 


AEGIS LOGISTICS. D BERGER PAINTS INDIA 


Opening Date — ` March 19 5 Opening Date May 18, 05 
Closing Date. Vd Match 0 ; Closing Date April 28,06 
Offer Amount (Rs. lakh) _ . 616 Offer Amount (Rs. lakh) ^ 1,859 
"9 Target® з 8] 28% Тае" : 74.89% 
iru i Lg 
Operiing Date April 13, '05 ; May 18, 
Closing Date March 16, 06 | ci ! 

Offer Amount (Rs. lakh) 592.36 Offer Amount (Rs. lakh) 616.25 
Target” 65.13% тише _ so 


Oct 31,2008 — GLAXOSMITHKLINE PHARM POLARIS SOFTWARE LAB 
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- Opening Date NE M -' Opening Date. june 1,'05 
ME 193.60 ClosingDate ^. і Closing Date Aprii 26, 06 
5 Offer Amount (Rs. lakh) 21 отш Amount (Rs. lakh) ` 4,900 
3 ub Tage? —  7—— ^89. Target* ges ae 25.52% 
; E | Oct 302008 *Target promoter's holding if buyback offer fully completed . Source: Prime Database 
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THE PERFECT SYNERGY 
OF PERFORMANCE AND - 


SCALABILITY. д 
qe 


COMBINE THE RELIABILITY OF 
HP INTEGRITY SERVERS AND 

7 THE SCALABILITY.OF SAP ON 
HIGH-PERFORM INTEL® 
Жөкө hele) A 





HP Integrity servers, powered by Intel” Itanium” 2 Processors, and SAP arı 





truly perfect for each other. Building on the long-standing HP-SA 
HP Integrity servers help you get more out of your SAP implement 
moving to industry-standard HP Integrity servers, powers 


Processors, you are assured of the highest levels of perf 
scalability - oll features that critical for any SAP solut 


These servers also give you unparalleled choice and great f 
OS based capabilities (Windows, Linux and HP-1 
industry's broadest Virtual Server Environment solutions. A 
industry's best SAP Standard Application benchmarks are 
Little wonder then, that today the world's best organisat 

Integrity as the preferred plotform for their SAP implementatior 
get HP Integrity servers for your SAP environment. Get + erf 


scalability and agility you've always wanted 


HP INTEGRITY 
rx4640 SERVER 





HP INTEGRITY 
rx2620 SERVER 


HP INTEGRITY 
SUPERDOME 


HP INTEGRITY 
rx1620 SERVER 


| * Up to 128 Intel" Itanium" 2 processors 
* Outstanding high-end performance 


* 1-2 Intel" Itanium” 2 Processors 
* Designed for all-around ease of 


* 1-2 Intel" Itanium" 2 Processors 
* Designed for ease of ownership 


Pr 





* 2-8 Intel" Itanium* 2 


* Designed for ease of ownership v 


* Enhanced availability and flexibility ownership with high availability high availability 
* Continued investment protection * Outstanding performance for single * Outstanding performance for single * Exceptional flexibility and expand 
server or cluster deployments server or cluster deployments for growing businesse: 
* Outstanding performance fo 
server or cluster deployment 
H 
HP INTEGRITY HP INTEGRITY 


rx7620 SERVER 


* 4to 16 Intel" Itanium" 2 Processor 

* Highly available and flexible to 
address a wide range of enterprise 
computing needs 

* Ideal for low cost server consolidation 


| гх8620 SERVER 


* Bto 32 Intel" Itanium” 2 Processor 

* Highly available and flexible to address a 
wide range of enterprise computing needs 

* Ideal mid-range consolidation platform 


| CALL 3030 4499 (from mobiles) 
TECHNOLOGY or 1600 425 4999 (from MTNL/BSNL lines) 
| E-MAIL india.bcsG hp.com 


CLICK www.hp.com/products1 /servers/integrity 

To find out more obout HP Integrity servers 
www.intel.com/products/processor/itanium2/index.htm 
To learn more about the Intel® Itanium” 2 Processor 


| ® 
| GLOBAL PARTNER 
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Save Up to 51% and Receive this 
Computer Case FREE! 





FORTUNE, the world's number one business magazine, provides insightful, 

in-depth analysis on today's key business issues and events. With unparalleled 
access to the most influential business leaders, FORTUNE shares with you the 
successes of top corporations in Asia and around the world. 


Subscribe now to receive these benefits: 
v Free Welcome Gift — FORTUNE Computer Case 


Save Up to 51% Off the Cover Price 


Unlimited Access to fortune.com 
including web-exclusive polls, quizzes, timelines and archives. 


Free Delivery 


SENE 


Money-Back Guarantee 
You must be completely satisfied or you will receive a 
full refund for all unmailed issues. 


S 


Extra Bonus Gift 

If you subscribe for two years or more, 
you'll receive an extra mystery gift 
absolutely FREE! 





Size: 40cm X 31cm X 120m [Accessories not included) 
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Five years into the survey, some 
trends begin to emerge. ; suxumar 








IVE IS A DIFFICULT AGE FOR a survey. FIVE SETS 
. of data points, common sense suggests, 
should be enough to identify trends (and 
make sweeping statements sanctioned by 
L data). Then, 10 would be better. Business 
Today’s effort to identify the best companies to work 
for in India turns five with this edition, and while 
there are some very obvious trends (so obvious that they 
needn't even be set out in black and white; a quiet pe- 
rusal of the five listings on this page will make them ev- 
ident), there are also several big caveats for readers seek- 





ing to read something in them (the trends). The first is 
that, three years into the survey, Business Today 
changed partners and methodologies (the reasons for 
the second are explained elsewhere in this issue; see 
How We Did It on page 78). The second is that the BT- 






Mercer-TNS study, The Best Companies to Work for in 
India, 2005, is a participation-based one. Companies 
choose to take part in it, and they can, just as easily 
choose not to. Any company that wants to do the 
right thing by its employees should participate in the ex- 
ercise; then, it isn’t an easy survey to participate in, and 
companies have no way of controlling the results (and 
as a policy, ВТ, Mercer and TNs do not share details of 
the companies that participated in the survey but did not 
make it to the final stage). That would mean that a com- 
pany could figure in the listing one year, and drop out 
the next simply because it chose not to participate. The 
third is that companies from the IT services and rr-en- 
abled services sectors dominate the listing (this year there 
are seven such in the top 10) simply because more com- 
panies from these sectors participate in the exercise; 42 
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per cent of the participants in The Best Companies to Work for in India, 2005 
comes from the two sectors. 

The desire among IT and rr-enabled services firms to participate in such 
exercises is easily explained: both are people-intensive businesses and have, 
arguably, hired more people over the past five years than any other business 
in the country; being part of the Best Companies to Work for in India listing 
actually increases their equity as an employer-brand. As easily explained is 
their domination of the listing; most rr and rr-enabled services mentioned on 
this page are large (or getting there) in terms of number of employees and very 
profitable (or getting there) in terms of net profit margins. The money or the 
promise of money to come provides companies the capital, and the numbers, 
the benefits of scale, to do such things as build lavish campuses replete with 
food-courts, swimming pools, and gymnasiums. The absence of exit-barri- 
ers—the demand-supply imbalance ensures that an employee can walk out 
of one company and into another with a 20 per cent to 80 per cent increase 
in pay—gives companies a cause to do so (build these things), just as it gives 
them one to focus considerable energies on the HR function. Much of this is 
elementary economics, not rarefied human resource management. 

It shouldn't be this way. In an ideal world, companies, irrespective of the 
kind of businesses they are in, should aspire to be great places to work. In re- 
ality, it is difficult for companies that are not in businesses such as IT, rr-en- 
abled services or financial services (or just about any other kind of business 
that is people- or knowledge-intensive) to do this without looking economic 
ruin in the face. 

Paradoxically, while a majority of the best companies to work for in India 
are in the IT and rr-enabled services businesses, not too many of the best em- 
ployees in India work in these sectors. Spoilt for choice and pampered by their 
employers, a significant proportion of the workforce of rr and rr-enabled serv- 
ices companies have emerged mercenaries. Attrition rates at the three com- 
panies on the top of The Best Companies to Work for in India, 2005 listing, 
Infosys, Sasken and Genpact are 10 per cent, 20 per cent, and 31 per 
cent, respectively. Then again, the desire to look out for oneself to the exclu- 
sion of everything else is very much in line with free-market economics. m 
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The Best And The Rest 


There is no such thing as a perfect company, but the results of The Best 


Companies to Work For in India, 2005 study show that best employers turn 


on the charm from the recruitment process itself. NITIN DHEER & MEGHA SAHNI 


AMRATA SITS AT HER WORKSTATION, A LITTLE 
winded. She bad woken up that day a trifle 
lost.... The last four weeks seemed to have 
gone by in the wink of an eye. Here she 
was, a successful senior manager working 
for ber “campus-dream” company for the last seven 
years, well recognised by her team, carrying a significant 
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Numero Uno in the first two Best Employer surveys in 
2001 and 2002, Infosys slipped out of the Top 10 in 2003, but bounced 
back strongly to #2 in 2004. This year, it strides back to the top 
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amount of company “feathers” in her сар, enjoying reg- 
ular time-bound career growth, benefits and perks to 
boot, and now contemplating a job shift. When she took 
that phone call from the headhunter four weeks ago, her 
life changed. The picture he painted of the “new kid on 
the block” company seemed a little too good to be 
true and she had gone in for the first meeting for a lark. 
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The 2004 survey threw up a giant killer in Sasken, 
which topped the overall rankings and also came #1 in employee 





perception. It’s down at #2 this time, but that’s not bad 


“My first interview outside of my company; let’s see 
what the market has to offer; in any case my position in 
my company is secure,” she had told herself. Then, 
the meeting itself turned out to be an eye opener: the in- 
terviewers were courteous; they sent a thank you note 
for her time; and they did not interview her, but as the 
head honcho of the firm described it, had “a mutual 
sharing of expectations”. She had listed her expectations 
and, surprise, surprise, the interviewers had an answer 
to most of her questions. They could better her com- 
pensation (albeit through a performance linked incen- 
tive), offer her a position equivalent to her current role 
and benefits that were attuned to her lifestyle. To her 
question on career growth prospects, they showcased 
their new career management process, which was logi- 
cal and interactive. You could grow as fast as you desired 
subject to there being the right positions vacant in so 
many different career streams. She had never seen this 
in her company, where growth only meant promo- 
tions. The only expectation they seemed to have was that 
she continue, as they said, “to be yourself and per- 
form and grow". "We'll take care of the rest,” the in- 
terviewers had promised. 

She had come back a little sceptical. No stranger to 
the phenomenon of recruitment processes painting a rosy 
picture of the company and reality being something else 
altogether, Namrata reasoned to herself that she had no 
reason to leave her secure job. 

All the same, she felt a bit of a flutter. The interview 


had made her feel valued as a professional. Ri 
make the most of that feeling, she had called 
interviewers saying she wanted to meet some 
ees and seek their views. That meeting had 
to increase her confusion. She had been taken ar 
office and asked to pick who she wanted t 
had tried to search for cynical faces and chosen 
ple. They all seemed driven and enthusiastic 
painted an even rosier picture of the compan 
than the interviewers had, talked on and « 
openness, the involvement of the leaders, ti 
the challenges, the events. Phew! Namrata hi 
a little breathless. Back in ber office she had sj 
a few of her friends in the industry about thei 
tion of the company. They all said they 
positive things about it and anyone who 
with the company seemed to be happy. She 
the net to see the company's financial fx 
and the website itself was a revelation. It sfx 
ing customer and employee testimonials; i 
company's performance in several surveys; and 
had data on attrition rates and the results « 
pany 's оит empli yyee satisfaction survey. 

Since then it has been nothing but a relent! 
of confusion. Namrata has many questions ti 
doesn’t have the answers. What do I wan 
being disloyal? What should I do? Is this toc 
risk for nothing? I know my environme 
but...? 
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Namrata’s dilemma is not dissimilar to the one 
many of us face. Should we leave behind a good job and 
a safe career for something new and exciting? Most of 
us carry out detailed analyses of feedback, percep- 
tions and past experience. Some of us believe in going 
with the tangibles like compensation and the position 
on offer, while others just go by their gut. So, how does 
one decide? 

Every organisation today wants to create a sys- 
tem that attracts, develops, motivates and retains tal- 
ent. What is it that differentiates a good company 
from the best company to work for? If we were to slice 
through the information Namrata has presented us, we 
see that the answer is individualisation. Namrata's 
experience with her potential employer has made her 
start thinking about what she wants from a job. We talk 
of individualisation, but organisations are behemoths. 
Some of our Top 10 companies employ as many as 
40,000 people, so how does one expect the com- 
pany to give its people individualised treatment? The 
solution lies in the structure, culture and systems that 
support this endeavour. 

The winners in this year’s study value their em- 
ployees and have striven to create a culture that provides 
a special employee experience. These companies have 
demonstrated balanced performance on the four quad- 
rants of the study (see the detailed quadrant analysis on 
pages 70-76). Their employees are their strongest 
brand ambassadors; their external interfaces are posi- 
tive; their alumni talk reverentially and nostalgically 
about them; their HR systems are integrated; and the HR 
service delivery is efficient. 

The inspiration for Namrata’s quandary comes 
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from the information shared by our winners. One 
company has elevated recruitment to a fine art, and its 
HR team does not treat hiring as a number crunching ex- 
ercise. The description of the technology-driven HR 
processes at another of our winners speaks of its fast and 
efficient service delivery. The detailed career manage- 
ment system showcased by another winner highlights 
the degree of autonomy that the company provides its 
employees to chart their own career in multiple streams 
through a role/skill-based, performance-factored and 
business-driven interactive software. Another one of our 
winners has received strong endorsement of its employer 
brand from its internal and external labour market. Its 
employees perceive it as a quality employer, search firms 
are keen to have the company as client, alumni speak 
warmly about it, and new hires feel proud to be part of 
the company. 

All that having been said, the analysis also shows 
that there is nothing called a “perfect” company, 
even amongst the winners. A company that has done 
well on one quadrant, may not have done as well on 
another. Therefore, there is much scope for im- 
provement. One thing, though, is for certain. We 
found a determination and a resolve to take the steps 
necessary to become much sought-after employers not 
merely among the winners, but among some of the 
others too. 

Today, after seven years of exemplary and loyal serv- 
ice and despite no “push” factor, Namrata will be putting 
in her papers and taking a leap of faith. For, at the end of 
the day, this new company makes ber feel special. т 

Nitin Dheer is a Principal Consultant and 
Megha Sahni a Consultant at Merce 
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The Acid Test 


Employees decide how good an employer 
a company is. That’s only fair. 


Î N 2003, INFOSYS TECHNOLOGIES, 
which had emerged the best 
company to work for in India in 

the 2001 and 2002 editions of Busi- 
ness Today's survey, did not figure 
in the list of 25 companies that this 
magazine profiled as best employers. 
Reason? A dismal performance in 
the internal employee perception 
survey brought about by a variety of 
factors (largely, the company's de- 
cision to moderate its increments in 
line with market trends). 
Employee surveys help compa- 
nies understand the degree of em- 
ployee engagement, satisfaction and 
commitment. If done well, they are 
good lead indicators of employee 
behaviour and, therefore, of com- 
pany performance. They serve to 
pinpoint specific areas of concern 
and facilitate organisational change. 
The employee perception feedback 
sought as part of the study is based 
on a next-generation Mercer diag- 
nostic tool that seeks not only to as- 
sess how satisfied and engaged em- 
ployees are at a point in time, but 
also to understand the drivers of 
satisfaction and engagement in order 
to predict and model employee be- 
haviour. This instrument elicited 
employee feedback on some of the 
critical aspects of organisational 
success such as transparency, qual- 
ity of work life, leadership, emplo- 
yee development, and alignment 
between organisational objectives 
and individual aspirations. The ins- 
trument also sought feedback on 
two direct aspects reflective of peo- 
ple management practices in an or- 
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ganisation, the HR processes and 
the HR function. 

The companies that have done 
well in this quadrant attained a 
score point average higher than 80 
per cent, indicating that a large per- 
centage of the employees in these 
organisations perceive them to be 
providing a strong mix of leadership 
guidance, work life quality, develop- 
ment focus and transparency. Their 
own goals are perceived as syner- 
gistic to the business objectives and 
their aspirations are being met 
through a vibrant, communicative 
and transparent work culture. 

The best companies to work 
for boast a high degree of employee 
engagement resulting from strong 
and consistent communication of 
company vision, performance and 
challenges. Employees in these com- 
panies seem to share the company’s 
values and generally came across as 
wanting long-term careers in the 
companies they work for. One of 
the strongest testaments of these 
companies as good organisations 
to work for comes in the form of 
positive feedback on the leader- 
ship. The best companies to work 
for also place strong emphasis on 
the quality of work life, be it ben- 
efits, resources to do the job, sup- 
port infrastructure, access to in- 
formation, a collaborative work 
environment, a sense of fair-play, or 
respect for diversity. 

Another consistent feature that 
emerges from the analysis of emplo- 
yee responses is the need for impro- 
vement in the HR processes as they 
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Game of faith: As its employees have 
testified, it’s all fair play at Sapient 


INTERNAL EMPLOYEE 





PERCEPTION SURVEY. 
THE TOP 10 
Sapient 

HCL Comnet 

HDFC Bank 


Covansys 
Genpact 
10 JK Corp. 
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are perceived by the users. This іпс- 
ludes performance differentiation, 
training processes and compensation 
levels. Employees across companies 
also have an expectation of the role 
of the HR function to be more emp- 
loyee-driven and the need for the 
function to develop greater consul- 
tative skills. 

Employee perception, as any 
seasoned HR professional will tell 
you, is fickle; it is a function of 
what the last year’s increments were 
like, what the grapevine is buzzing 
with, what leadership changes are in 
the offing and other such. Best em- 
ployers manage to develop an en- 
vironment of trust that ensures that 
these mood swings stay within ac- $ 
ceptable limits. 
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The Method To 
The Madness 


Good HR is no longer about having 
one’s heart in the right place. 


Infosys CEO Nandan Nilekani: He 
knows what expectations they have 


p" HE EFFECTIVENESS OF HR AS A 
y strategic partner to businesses 
* depends on its ability to arti- 
culate a vision that is aligned with 
and drawn from that of the organ- 
isation as well as its ability to put in 
place processes aimed at translating 
the vision into reality. Too many HR 
functions are still seen as “the place 
to go to handle people problems” as 
opposed to the part of the organi- 
sation that develops policies, infor- 
mation and tools that allow man- 
agers to manage their people effec- 
tively. The core issue here is of 
blurred ownership and inefficient 
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1 Infosys 
2 NTPC 

2 HCL Comnet 
2 HSBC 

2 Sasken 

2 Covansys 

2 Genpact 

2 Sapient 

3 MindTree 

3 Eli Lilly 

3 HDFC Bank 


The list comprises top companies on the 


quadrant. The count of companies is more than 10 
as a number of them have received the same 
score on the quadrant 


service delivery. This must be driven 
by the СЕО and the entire leadership 
team. Reviews of HR processes in- 
volve an assessment of their cur- 
rent state of play and a plan aimed 
at making them world class. In car- 
rying out such reviews, manage- 
ment must bear in mind the chang- 
ing profile of the internal customer. 
Employees are today more ambi- 
tious and self-directed, impatient 
to achieve. They also have much 
wider career opportunities. Our re- 
view of the HR processes and poli- 
cies of the participating companies 
was carried out keeping the above 


expectations of employees in mind. 
We spent time understanding the 
strategic underpinnings of the HR 
processes in these companies, the 
extent to which the processes were 
integrated amongst themselves as 
well as with other processes within 
the company, their maturity relative 
to the industry in which the com- 
pany operated, and last but not 
least their effectiveness. 

The companies that have done 
well in this quadrant have managed 
to build and drive HR processes cus- 
tomised to their HR vision. While 
there is no one size that fits all, 
some common points that make 
these processes different are: 

m Linkage to business: HR processes 
are anchored strongly in the overall 
business strategy. In many cases, 
HR strategies are at the forefront 
of business strategy. 

m The employee: The employee is at 
the heart of the processes. Most 
policies are driven by employee ex- 
pectation and feedback. 

m Technology: Technology is play- 
ing an important role in driving 
HR service delivery. Some compa- 
nies have managed to mount most 
of their process on integrated 
technology platforms designed in- 
house and customised to their 
needs, while others have used tech- 
nology to reduce administrative 
load on the function. 

m Transparency: One of the re- 
freshing features of the review this 
year has been a higher degree of 
transparency surrounding HR. Much 
more information than before is 
now in the hands of the employees. 
And the information is not restricted 
to HR policies and systems. It covers 
business strategy and performance, 
financial and operating results and 
the competitive scenario. 

"That said, there is still some dis- 
tance to go even for the best com- 
panies. The review has brought into 
focus the need for a greater empha- 
sis on career management and in 
managing employee expectations. 
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That Intangible Thing 


Or why it is important to build a best-employer brand. 


The right mix: GE or no GE, Genpact 
makes for great work culture perception 


Э EPUTATIONS АКЕ PAINSTAK- 
© ingly built and quickly destr- 
AY oyed, but their importance 
can never be underestimated. A 
positive employer brand can be a 
way of differentiating one organi- 
sation from another and of creating 
a strong, distinctive and attractive 
identity with which current and 
potential employees can identify. 
Employers are beginning to recog- 
nise that in order to create a strong 
employer brand, it is essential to 
develop good people policies and to 
communicate these externally as 
well as internally. 

The stakeholder perception 
quadrant seeks to evaluate the de- 
gree of success that an organisation 
has achieved in managing to com- 
municate this brand promise to key 
constituents of its internal and ex- 
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ПУЧ AWOHS 


STAKEHOLDER 
PERCEPTION SURVEY 






THE TOP 10 


1 Genpact 

2 Sasken ; 
3 Infosys _ 

4 HSBC 

5 Sapient 

6 HDFC Bank 

7  Covansys 

8 MindTree 
5. с. dass 
10 NTPC 


ternal labour market. This percep- 
tion of the stakeholders was elicited 
through a dipstick study designed to 
analyse the perceptions of four key 
constituents of the labour market of 
a company: new hires, alumni, the 
major sources of talent namely the 
campuses, and search firms. 

The companies that have done 
well in this quadrant have all man- 
aged to build and communicate a 
strong brand identity to their stake- 
holders. Their new hires feel that 
the promise made to them at the 
time of hiring has been fulfilled 
and their transition into the com- 
pany has been supported by smooth 
induction processes. They also feel 
strongly that they would recom- 
mend the company to their peers. 
The alumni of these companies try 
to recreate the company’s culture in 





their current environments and 
have fond memories of their former 
employer. The recruitment cam- 
puses indicate that the people 
processes in the companies that 
form part of this list are strong and 
the company provides good learn- 
ing opportunities to students. The 
search firms have a positive image 
of these organisations as good em- 
ployers in their industry segments 
and feel that employees of these 
companies are sought after. 

These positive messages notwith- 
standing, this quadrant has not seen 
as strong a performance by many of 
the companies listed above, sug- 
gesting that even the best companies 
have a long way to go in building a 
sustainable employer brand. They 
need to work hard to improve their 
“employment value proposition”. 

The key to effective employer 
brand communication, both inter- 
nally and externally, is authenticity 
and credibility. In their desperation 
to hire, companies at times exag- 
gerate their value proposition or 
make commitments that they know 
they cannot keep. New hires quickly 
become disillusioned and join the 
swelling ranks of the cynics within. 
A branded product scores over an 
unbranded one in its implicit com- 
mitment to quality, reliability, safety 
and performance. It is no different 
with the employer brand. The 
brand will lose its lustre if it does 
not deliver on its promise. Emplo- 
yers would do well to heed this les- 
son and also recognise that this is 
one of the most volatile indicators of 
success and it will take a regular 
and conscious initiative to sustain it. 
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Measure For Measure 


Soft-discipline HR has now discovered a 
surfeit of hard measures. 


R IS OFTEN ACCUSED OF NOT 

aligning its strategy with 

that of the larger organisa- 
tion. And its inability to define 
measures of performance aligned 
to the company’s means that at 
times, it is relegated to the side- 
lines or marginalised in discussions 
concerning business strategy and 
performance. 

In response, HR often takes to 
measurement with a crusader’s zeal. 
Then, measurement-fundamental- 
ism only leads to measurement 
overload. Companies drown in an 
ocean of performance measures. 
The essential is lost in a clutter of 
seemingly sophisticated but utterly 
irrelevant metrics. Good measure- 
ment systems seek to measure the 
salient rather than the many. In 
distinguishing the relevant from 
the nice-to-have, wise managers 
are guided by how well or poorly 
the measure is aligned to what the 
company wants to achieve—in 
other words, by strategic coher- 
ence. They are also aware that a 
performance measurement system 
is only as good as the infrastructure 
and systems that support it. 

In the analysis of the compa- 
nies on this quadrant, we drew hea- 
vily on the world-renowned Sara- 
toga Institute’s experience in measu- 
ring HR effectiveness. The perfor- 
mance of the companies was eval- 
uated on a variety of determinants 
of effectiveness and people focus, 
including investments in people and 
people processes, career velocity, 
development spend and effective- 
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ness, attrition and diversity. 

The companies that have done 
well in the HR metrics quadrant are 
those that have demonstrated suc- 
cess across most of the measures. 
Thus, they have managed attrition 
not only through compensation but 
through investments in training and 
development, charting career paths 
and intense communication. Equally 
importantly, many of these com- 
panies seem to be actively court- 
ing diversity, recognising its impor- 
tance to achieving and sustaining 
high performance. 

The essence of success in this 
quadrant is a company’s ability to 
drive HR investments. Most com- 
panies that figure in this list tend to 
provide their employees with high 
career velocity. They have also been 
able to demonstrate significant ro- 
bustness in their employee devel- 
opment focus through greater in- 
vestment in training, significant 
utilisation of their training budgets 
and higher frequency of training 
opportunities. The longer career 
tenure of management level em- 
ployees is indicative of commit- 
ment and loyalty of the workforce 
as well as enhanced job security 
on offer by employers. 

The results have been calibrated 
keeping in view the relative com- 
plexity and differences in the people 
management agenda across indus- 
tries. For example, it would not be 
fair to compare attrition in the high- 
turnover IT-enabled services sector 
to that in the public sector envi- 
ronment where employee retention 
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Power play: Number crunching is 
NTPC's forte. We're not surprised 


ANALYSIS OF 


HR METRICS 





THE TOP 10 














1. NTPC a 

2 ions oue о. 
2 HCLComet /— AX — 
2 NOB SRR 
2 Ranbaxy  «—  — 

3 Ѕаѕкеп SORS Reo AENA ( 
3 Covansys — 

3 Mindree  .— | 
3 Sterlite Industries — — 
4 Genpact /— —  — 
4 HDFCBank . 

4 JSWStel / — 

4 JKCop «X3 


* The list comprises top companies on the quad- 
rant. The count of companies is more than 10 
as a number of them have received the same 
score on the quadrant. 


is as yet not an issue of significance. 

While discussing HR metrics, 
one of the important points to re- 
member is that many HR functions 
in the country do not as yet have a 
strong metrics-driven approach to 
tracking and evaluating their ef- 
fectiveness. This is an area on 
which companies need to start fo- 
cussing if they are to articulate 
their contribution to their com- 
pany's strategy and gain recogni- } 
поп as business partners. I 
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With the Canon imageRUNNER C3170i, you can now 


add colours to your office communication and reach 
your goals in a faster, better and affordable way. 
Research proves it that colour not only captures attention 
and improves communication but also enhances 
productivity. Which is why, Canon imageRUNNER 
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IVE YEARS AGO, BUSINESS TODAY PIONEERED THE 

concept of workplace surveys in India. 

Last year, we tweaked the methodology 

some, changed partners and pioneered 

what we believe is a process that will set the 
benchmark for all future qualitative surveys. The 
spectre of conflict of interest looms large over all qual- 
itative surveys that involve domain expertise and, con- 
sequently, a research partner with the requisite pro- 
ficiency. Business Today partners with premier con- 
sulting firms for expertise-based surveys such as this 
one. However, the same consulting firms work with 
the companies participating in the survey, very often 
in the same areas. 

That explains why The Best Companies to Work for 
in India, 2005, has three partners. Mercer Human 
Resource Consulting, an international HR consulting 
firm, developed the methodology and arrived at the 
shortlist of companies. However, the entire front-end 
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HCL Comnet 70 80 
NTPC 75 80 
HSBC 70 80 
Sapient 50 80 
Covansys 65 80 
HDFC Bank 60 75 
MindTree 65 75 
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HR Metrics HR Process IEPS 
(weightage: and Policy (35%) 


How We Did It 


The methodology behind The Best Companies to Work for in India. 


of the survey, and the data collection and aggregation 
was managed by international market research major 
TNs’ Indian arm. The research firm presented sum- 
mary reports for short-listed companies on an anony- 
mous basis to Mercer. The consulting firm presented a 
list of proposed rankings to Business Today, which 
put names to numbers. 
There were four stages to the study: 


Study Launch and Registration 

Business Today announced the study for 2005 through 
an article in the June issue. Interested companies were 
asked to register through the survey site, keeping in 
mind the eligibility criteria of four years of operations 
in the country and 200 white-collar employees. The eli- 
gibility criteria ensured a threshold level of complexity 
of the people management agenda based on head- 
count as well as a degree of stabilisation of the processes 
based on the age of the organisation. 
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87.00 65.01 77.95 
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Team TNS: (Front) Shivangi Singhal (L), Indrani 
Raychaudhuri; (Back) Gautam Nath (L), Priyanka Kaintura 


Data Collection 

TNS coordinated this aspect of the study. The initial 
contact with registered companies was established 
through a Company Overview Questionnaire, through 
which the participants provided financial information, 
manpower statistics, demographic data and the con- 
tact details for its employees, alumni, campuses, etc. 
The HR representative of the company was contacted 
as the next step and a comprehensive HR Process 
and Policy Review Questionnaire was administered to 
gain an insight into the human resource manage- 
ment policies and practices. An employee diagnostic 
tool, Internal Employee Perception Questionnaire 
was administered in parallel to a random sample of 
employees based on the contact details provided by the 
company. The performance on this tool was also 
used as a filter to determine the shortlist of companies. 
The last phase of the data collection involved seeking 
feedback from the stakeholders of the company 
through four dip-stick Stakeholder Perception 
Questionnaires that were administered to new joiners, 
alumni, campuses and search firms. 


Data Analysis 

The company information on each of the above was 
collected by TNs in predefined formats and given 
unique company codes. This coded information was 


PARTICIPANT PROFILE 
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Team Mercer: Megha Sahni, Consultant (left), and Nitin 
Dheer, Principal Consultant 


given to Mercer for analysis. The Mercer team carried 
out the analysis of the responses on the four quadrants 
based on the company data. This analysis was conducted 
only for the top quartile companies receiving the high- 
est scores on the Internal Employee Perception 
Questionnaire. This was based on the tenet that the 
voice of the employee is the strongest ratification of a 
good workplace. 

The numeric information obtained through the 
Company Overview was analysed to evaluate com- 
panies on their performance against pre-defined HR met- 
rics. The response to the HR Process Review 
Questionnaire was used to assess the robustness and 
state of maturity of the HR processes of the participants 
on the shortlist. The responses to the Employee 
Perception questionnaire were analysed to assess the ex- 
tent to which the employees in these companies were 
(a) satisfied with the HR function and processes, (b) en- 
gaged with the company and (c) found themselves to be 
aligned with the company’s goals and values. 
Stakeholder perception questionnaires were analysed to 
determine the external labour market’s views on the im- 
age of the company as a good place to work. 


Scores and Proposed Rankings 

The analysis of the company information resulted in 
scores on a 100-point rating scale for the four quadrants 
of the study. HR Metrics were evaluated based on the 
complexity of the people management agenda, na- 
ture of industry, investments in people processes, at- 
trition and career velocity. The HR Processes of the com- 
pany were assessed in terms of robustness, integra- 
tion, evolution and administrative ease. Employee and 
Stakeholder perception evaluation was a direct output 
conversion of the employee responses. 

Weights were assigned to each quadrant and as 
per the methodology were premised on the need for 
companies to demonstrate balanced and compre- 
hensive performance across dimensions, the per- 
formance of a company on one quadrant was sought 
to be corroborated by evidence of performance on 
the other quadrants. The index scores based on 
quadrant performance and weights were used to 
propose the ranking order of the companies. ш 
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The greenest IT park in the 
country just got a bit bigger. 





u 


Spread over 242 acres of lush green landscape, Technopark brings to life the true magic of God's Own Country. 
In total harmony with nature, the park is an idyllic locale to soothe the grey cells, even while at work! Within 
this inspiring environs, is 15 lakh sq ft of world class built up space spread over 6 modern buildings which is 
home to over 10,000 employees in around 80 companies. The first IT Park in the country to be assessed at Level 
4 of CMMI, Technopark is increasingly capturing the mindspace of leading IT companies. To match the 
mounting demand for office space, the park is on an expansion spree. 





Technopark is constructing a state-of-the-art 6 lakh sq ft building within the campus. Scheduled to be 
completed by October 2006, the 1 1-storeyed centrally air conditioned building, "Tejaswani', can comfortably 
accommodate a minimum headcount of 5,000. That is not all. Technopark has recently acquired 86 acres of 
land where Infosys and US Technologies will be setting up their own campuses. The park will soon house the 
software development centres of TCS and IBS as well. What is more, an additional 100 acres will be acquired 
by the park in its third phase of expansion. And the entire land of 186 acres will be promoted as an SEZ. 





Technopark beckons IT investors with a unique convergence of holistic environment, consummate 
infrastructure and unparalleled advantages. Be part of the park's success story and benefit from the bouquet 
of benefits offered by Kerala as an IT destination. 
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INFOSYS 


A Circle Sealed Thus 


A victim of high employee expectations in 2003, Infosys is 
back as India’s premier employer of choice. RAHUL sACHITANAND 
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Shades of a winner (L to R): Infosys’ Nilekani (centre) on the move with two Infoscions; the company’s sprawling 80-acre 


HEN HURRICANE RITA TORE ACROSS VAST 
stretches of the United States, Infosys 
Technologies, a very Indian company, 
found itself in a position where it had 
to arrive at a snap decision to evacuate 
some 80 employees at its Houston Development 
Centre. “The decision to move these people was taken 
in just 15 minutes during which time it was decided to 
move these people to safe ground. People are our 
main assets and we decided in a short time to charter an 
aircraft and get them to safety," says Bikramjit Maitra, 
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Head (HR), Infosys Technologies. 

Implicit in Infosys' decision to do something for an 
employee group as small as 80 is the desire to retain the 
culture of a small company that has served it well 
through its 25 years of existence. Despite having 
nearly 50,000 employees on its rolls across the globe, 
the company tries to keep the same small-company at- 
mosphere as it grows into a multinational with a rich 
Indian heritage. A company that began life 25 years ago 
in Chairman N.R. Narayana Murthy's flat in Pune is 
today spread across nine locations in India and half a 


dozen overseas. The company is no longer just a soft- 
ware services outfit; its BPO subsidiary Progeon has 
nearly 3,500 seats and the company has made signif- 
icant investments in its consulting foray too. Despite ex- 
panding so rapidly, “we like to maintain a smaller com- 
pany touch and we have split the overall business 
into several smaller independent units of around 
4,000 people each. Every unit is almost fully au- 
tonomous and even has its own HR arm”, says Maitra. 
Splitting the company this way works both ways, ac- 
cording to Mohandas Pai, Infosys’ CFO and Director 
(HR). “We have created these 15 business units to try 
and foster a small company culture at Infosys and at the 
same time give each division the support of being 








SNAPSHOT 


REVENUES: Rs 7,129 crore 
PROFITS: Rs 1,891.67 crore 

















Total employees: 46,196 

Attrition (per cent): 10 

Average career tenure: 2.16 years 
Training budget: Not available 

JE 673,462 


Training man-hours (at 


Bangalore campus; and a bird's-eye view of the Terminal, a food complex that serves Infoscions with three types of cuisim 


part of a large, financially safe organisation," he ex- 
plains. While Infosys has split the company into many 
smaller mini-Infosyses, it has also evolved distinct HR 
policies for software services, BPO and consulting. 
"The people we hire in each segment are different, so 
each have to be governed by its own set of independent 
practices," says Pai. 

Managing an increasingly heterogeneous group of 
employees doesn't just involve complexity at the level 
of business units or subsidiaries. As Infosys continues to 
expand globally, it involves complexity at the level 


of cultures and geographies. *In the us, there's a lot o 
focus on shorter workdays and upward mobilin 
says Pai. “In Europe, on the other hand, personal tin 
is treasured and yearly family vacations are taken 
ously." The main challenge for Infosys, according 
him, is to attract and retain some of the best talent in thi 
world. That's easier said than done. If, at one lev 
Indian vendors such as Infosys have acquired som 
sort of brand equity in other countries, then, at another 
large MNCs are queuing up to expand their presence 
within the country. “We believe that our global delivery 
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ОВ PAYAL RAI, 32, A SENIOR PROJECT MANAGER AT INFOSYS 

Technologies, there are some memories of the now $2-bil- 
lion (Rs 9,000-crore) company that refuse to go away. They in- 
clude the time when Infosys Chairman and Chief Mentor (and 
then CEO) N.R. Narayana Murthy stood in a lunch line; when 
Hosur Road was a manageable single-track path to Electronics 
City; and when the company itself had just 1,000 employees 
working out of one building. That was in 1995 when she first 
signed on with the firm. A decade on, a lot has changed for Rai. 
"| definitely miss Infosys as a small company, but on the other 
hand | am proud to be part of its phenomenal growth story,” she 
tells me as she lugs her laptop to a conference room to start a call 
with a colleague in Australia. The conference call happens after 
a quick 30-minute lunch break at the Terminal, a two-level food 
complex that services three kinds of cuisine. “Project man- 
agers have been given laptops recently and with the kind of traf- 
fic we have to wade through, it’s really useful for us to start the 
day early,” Rai says, after the call (for the record, Rai is at "work" 
by 8 a.m.). 

A little later, Rai and | are ushered into a conference room, 
where an impromptu birthday party for two Infoscions is on. “This 
is a chance for us to step away from our schedules to meet up 
for a few minutes,” says Rai (who is here because the two peo- 
ple whose birthdays are being celebrated are part of her group). 
“While we may all work in the same group, different schedules 
mean that we rarely get to spend time together.” Then, it is back 
to work, work and more work (Rai’s day typically ends at 6 p.m.). 








model is far superior and more proven than the strat- 
egy adopted by our competitors, especially the 
multi-nationals,” says Maitra. Then, that doesn’t 
make his job of adding numbers to Infosys’ work- 
force (in the first six months of this year, the com- 
pany has hired 6,000 people, taking its workforce 
strength to 46,196 on September 30) any easier. 
“There is a battle for high-quality talent and the chal- 
lenge is to hire high-quality people. We believe 
that we have an edge because we have an open, 
transparent culture, and we invest heavily in train- 
ing and leadership,” adds Pai. Indeed, over the past 
decade Infosys has emerged, arguably, India’s most 
desirable recruitment brand with an average of one 
million resumes being processed by its HR department 
every year. And in addition to being a much sought 
after employer, Infosys also manages to retain peo- 
ple for at least a couple of years once they sign on the 
dotted line. “We believe that our attrition rate 
(around 10 per cent), which is half the industry av- 
erage, is among the best in the industry,” says Maitra. 

While Infosys has evolved into a $2-billion com- 
pany (it will close 2005-06 with at least that much in 
revenues; its revenues for the April-September period 
already tot up to Rs 4,366 crore, just under $1 bil- 
lion) in 25 years of existence, it has also had to 
face criticism that its founders still continue to hog 
senior management positions (four of the six people 
who founded the company still hold executive 
posts). In the recent past, senior execs like Hema 
Ravichandar, Group Head (HR), and Basab Pradhan, 
Head (Sales), have quit when faced with an appar- 
ent glass ceiling. The company’s President, CEO and 
Mb Nandan Nilekani is quick to defend the com- 
pany. “Infosys was started by first generation en- 
trepreneurs who have worked under someone and 
know the problems faced by software pros,” he 
says, adding that the company is a meritocracy and 
his children aren’t expected to join the company as 
a rule. While the days of catching Chairman Murthy 
at the canteen for breakfast or lunch or walking 
unannounced into Nilekani’s cabin may now be 
things of the past, there are other things Infosys is do- 
ing to maintain its reputation as one of the country’s 
(and according to company execs) the world’s best 
employers. This includes the creation of perhaps the 
world’s largest training facility at the firm’s 270-acre 
campus in Mysore, Karnataka, after an internal as- 
sessment highlighted the need to groom a stronger 
second- and third-tier management. “We have to en- 
able our second and third line of management to be- 
come effective leaders,” says Pai, while Maitra 
points out that the company has to invest in 
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LIC's Group Gratuity Scheme 


Managing Group Gratuity funds can be quite cumbersome. 
It demands actuarial valuation, fund investments, liquidity 
planning for payments and miscellaneous paperwork. 
That is why astute HR and Finance heads are entrusting 
these administrative hassles to LIC, sparing them the 
time to focus on their core business, After all, we have 
the experience of managing Group funds of over 
Rs. 40,000 crore (as on 31st March 2005). 
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INTERVIEW/ 


рз; CEO NANDAN NILEKANI 
speaks to BTs Rahul Sachitanand 
on the company's people practices. 
Excerpts: 


Is the employee profile of Infosys chang- 
ing as it transforms itself into a multi na- 
tional company? How do you manage 
such a wide cross-section of people? 
We are recruiting people all over the 
world today; we are hiring people 
for our Chinese operations, Infosys 
Australia, consulting operations and 
freshers from American colleges. 
We have around 1,000 foreigners 
and this will increase significantly 
over the next decade as Infosys be- 
comes a truly global company. 
While Infosys has evolved to a com- 
pany of over 46,000 people, we 
have learnt to identify our core val- 
ues at Infosys and build our people 
practices around them. 


How critical is it for a company like 
Infosys to develop a strong middle man- 
agement? Do mid-managers have a 
long-term career at the company? 

Infosys is a professionally run com- 
pany and the founders are all first- 


generation entrepreneurs. None of 
our children will inherit the com- 
pany, so we have to focus on de- 
veloping the next generation of 
leaders. Initiatives such as the in- 
vestment in the Learning Centre in 
Mysore are part of the plan to cre- 
ate a second rung of leadership that 
can take over at the right time. I 


‘don’t believe that there's any limit to 


how high a professional manager 
can go at Infosys. We give employ- 
ees a fair chance to grow and share 
in wealth. 


Infosys' founders continue to hold sev- 
eral key management posts 25 years af- 
ter the company was formed. Do you 
need to democratise top management? 
Infosys is a fair and democratic em- 
ployer and no one is being held 
back from their natural career 
growth path. 


You have over 46,000 employees today. 
How do you keep an individual Infoscion 
from getting lost in the crowd? 

We have to drive the benefit of 
both scale and the spirit of *small- 
ness" that we try and foster within 


Infosys. We have broken up the 
company into several smaller units 
and I try and meet as many people 
as I can personally. There is a de- 
fined career path for each Infoscion 
and senior managers will mentor 
them on reaching their targets. 


nurturing employees not just from India but nationals 
from some 40 countries who work at Infosys and are val- 
ued at over $6.4 billion (Rs 28,800 crore) by the Lev and 
Schwartz model popularly used to measure human 
capital. ^We want to grow, but we want to keep the core 
character of Infosys intact when we do," says Maitra. 

His reference is to the soul of the company and that 
is very much in evidence one rainy Wednesday after- 
noon when a group of Extratelestrials (that isn't a 
typo; groups typically have names drawn from cus- 
tomers) decide to take a quick break between back-to- 
back meetings and celebrate some birthdays, even 
though the actual dates were a week or more ago. 
“We have these events regularly to try and create a sense 
of belonging among employees, especially new in- 
ductees," says Payal Rai, 32, a 10-year veteran of the 
company. Unlike some other companies, these events 
do not involve a whole lot of planning and involve just 
a 10-15 minute break, a quick chat over cake and 
Coke (or Pepsi), and an even more rapid return to 
work. Nilekani himself tries to keep in touch with 
delivery managers, meeting them as often as his schedule 
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permits and spending an hour or more in each meeting. 
“Infosys seeks to foster an open, transparent culture,” 
says Pai. While HR execs such as Maitra may have 
been able to meet with every employee a decade or 
more ago (when the workforce numbered just around 
1,000), technology now helps them prepare individual 
career paths for Infoscions. *That's something that 
stands out for me about Infosys,” says Rai. “Employees 
can choose at what pace they want to run their career. 
I have chosen not to run at break-neck speed, but the 
company is okay with that.” Despite overseeing a 
company with such a large workforce (and despite 
whet this writer mentioned earlier in this article), 
Nilekani insists that his door is open all the time for sug- 
gestions and comments. As if on cue, two over-eager re- 
cruits nearly ruin a photo-shoot for this article when 
they rush over to Nilekani to shake hands with some- 
one they have “admired for many years”. A patient 
Nilekani then steps away from the interview to spend 
a few minutes with the techies. Employees come first, 
you see. Then he returns and smiles for the camera. The 
brand matters too. ш 
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Just kidding! Spending time with his employees’ kids brings a smile on Sasken CEO and Chairman Rajiv Mody's face 
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Where Employee Is King 


Sasken is riding a wave of success, thanks to its 
employee-friendly policies. RAHUL sACHITANAND 


EWLETT-PACKARD, MICROSOFT, APPLE 
Computers, and the very Indian Sasken 
Communication Technologies have 
something in common. They are all 
garage start-ups. Sasken, then, has some 
very large shoes to fill: HP is today a $80 billion (Rs 
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3,60,000 crore) conglomerate, Microsoft is the 
undisputed leader in desktop operating systems, and the 
iPod has made Apple a household name. In many 
ways Sasken is looking to adopt the same maverick 
work culture of HP (Garage Rules, the company's 
founders called it) several thousand miles away at its 





Bangalore HQ. The company, which made an ІРО this 
year (oversubscribed 78 times; an offer price of Rs 
260; a listing price of Rs 400; and a current market 
price of Rs 328.5), is on the fast track. It has opened 
new campuses in Pune and Delhi and is eyeing 
Chennai as its next location. And after a brief 
disastrous foray into products, Sasken has sharpened 
its focus and is today a pure telecom software 
company. The change seems to have worked: 
Sasken’s 1,700 professionals have made 27 patent 
filings (and won five awards) and have had the 
satisfaction of seeing five million phones run on 
their iP (that’s intellectual property). 

Sasken's success in the marketplace is less an 
indication of the skill of its engineers (although they 
are fairly skilled), more a testament to the employee- 
friendly policies. While everyone has the same size 
cubicle, the same flying and parking privileges, 
Sasians (as employees at this company are called) are 
challenged to come up with new and innovative 
ideas, with senior executives just a cubicle away for 
help. Hari lyer, People head at Sasken, says that a 
theory of equity presides over all interactions at 
Sasken. *We don't want anyone to feel inferior here, 
everyone's expected to come up with new ideas and 
challenge the existing set up," he explains. Putting 
people first means that Iyer gave up a Sunday siesta 
one day a few years ago to interview the current Chief 
Marketing Officer, Swaminathan Krishnan. “I wanted 
to return to Bangalore and Sasken was one of the 
places I applied," remembers Krishnan. “Iyer was 
happy to meet me on a Sunday, with me dressed in 
casuals and with no cv in hand." And the cmo, in 
turn, is expected to pass on this people-oriented 
nature to his subordinates. *This means that new 
recruits don't call me Sir and they work on their own 
terms," says Krishnan. For others such as Milind 
Gandhe, a 10-year veteran at the company, the 
flexibility of Sasken's People Policy means that he can 
take weeks off to recover from the last few months 
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VINAY DABHOLKAR, 35 
Program Manager/ Sasken 





DAY +: 


IN THE LIFE OF Communication Technologies 


T'S HARD TO MISS VINAY DABHOLKAR. НЕ W 
home a few kilometres away. When his first cycle 
from outside Sasken's campus, he just acquired a nev 

time with shock absorbers (to protect his laptop, he 
wife, a teacher at the upscale Bangalore Internati 
drives to work (she has a [ 
seven-year veteran of Sasken, is an IIT, Bombay 

moved to India after a stint with Motorola in the US. His р 
exterior hides a steely core, something | discover 

ference call he has with a European client 
goads, badgers, even bullies responses from an initia 
client. The conference room itself is bare, except fi 
phone and ergonomic chairs, something that Dabholk 
flects the egality of the workplace at Sasken. Som: 
and it is time for lunch (Thai today) at the compar 

"| have had offers from other companies but the inci 
Sasken are just too good to pass up,” he says, a 
shortly proposes to go into Hibernation, w 
have spent four years with the company get si 
leave (Dabholkar will use his time to recharge for a swit 
keting). As we walk back, Dabholkar rattles off the ot! 

at Sasken: two-weeks of paternity leave, no concept 

and time out, a liberal leave policy, and the freedom t 

CEO Mody wherever and offer him suggestions. Th 

day (a long one) passes in a blur: more meetings, mori 

the like as Dabholkar races to meet deadlines before a long w 
end (the Diwali weekend) that looms 


longer commute 
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Healthy diet: Sasken employees enjoying a meal 


(hectic due to an IPO he oversaw) and take his family on 
a South African Safari. One of the most popular HR 
concepts in the company is Hibernation, where stressed 
code jocks get a six-week break after working for four 
years. While Gandhe will be on Safari, others have 
taken the break to just switch off and recharge. 

Most people believe working in an Ir firm means 
long hours and repetitive tasks (it sometimes does). 
Sasken prefers to view itself as a tech hotshop, where 
employees can switch departments and divisions if 
they feel jaded in their current position. Leveraging 
the зс Model—Competence, Commitment and 
Character— Sasians often make a switch just to test 
themselves at something new and untried. Vinay 
Dabholkar, 32, who started off as a specialist in the geeky 
field of electronic design automation, will soon (after a 
Hibernation of course) make a switch to the customer- 
centric field of marketing. “This means going back to my 
books and reorienting myself for a job that requires more 
fieldwork and travel,” says Dabholkar. Like other in- 
novation hotbeds, dress codes are non-existent 
(Dabholkar meet us in a grey T-shirt, jeans and leather 
slippers) and the hierarchy has just five layers. “Deadlines 
are sacrosanct, but at the same time, (Rajiv) Mody (the 
CEO) and other senior executives always encourage us to 
balance work and life,” he adds. This means Dabholkhar 
doesn’t have to come in on weekends and can catch a 
game of badminton with his wife and eight-year-old son 
or sharpen his fluting skills (the flute is his latest musical 
passion after keyboards and the tabla). “You have to 
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respect the people who work for you and this means 
going the extra mile to ensure that they are happy 
both at work and while they are away from their 
cubicles,” says Mody. “We take a lot of pride in our 
people practices,” says Krishnan and rattles off specifics: 
Sasken is the smallest (by revenue size not by its grant) 
sponsor of the post graduate diploma in software 
management held at the Indian Institute of Management, 
it pays half the health insurance premium of employees; 
imports ergonomic chairs, rather than buying local 
variants, and more such. 

Not too long ago (five years ago), Sasken was a 
small start-up, which conducted business meetings over 





Interacting with employees: Mody (L) seems to be enjoying it 


a mug of beer; things have become a lot more 
professional today. *When we were small the kind of 
work we did was different,” says lyer. “Today the 
company's grown significantly; we are no longer just 
working on single project but engaging with the 
customer." To keep pace with this change, employees 
spend more hours in the classroom, broadening their 
domain knowledge and technical expertise. Sasians 
can avail of a one year sabbatical to update their 
knowledge, with no compulsion to return to the fold. 
*We need to provide people with the right work 
environment for us to fully utilise their skills," adds 
Mody. *Contrary to perception, services, not just 
products, can be a highly-innovative area." 

In a market dominated by large companies, a 
company such as Sasken has its task cut out. It doesn't 
offer the highest salaries in the business. "This means that 
we (the top management) have to work that much 
harder to keep talent at Sasken," says Mody. Four 
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INTERVIEW, 


XCERPTS FROM AN INTERVIEW WITH SASKEN CEO 
nd Chairman Rajiv Mody. 


Salaries in the IT industry seem to be increasing constantly. 
Do you think these hikes are sustainable over the long 
term? 

Our starting salaries are not the greatest, we offer 
around Rs 2.5 lakh per annum, compared to Rs 3 
lakh-plus that some others do. But we believe that 
the best and brightest minds join us because we are 
growth-oriented. I believe that there's a mad rush to get 
rich fast among youngsters and I don't believe that this 
is sustainable. People need to work for a while and gain 
experience before they can head a team; this is not 
something that happens overnight. The real problem 
will happen if and when the market slows down; 
when they're (employees are) caught with no place to 
sit when the music stops. 


Sasken's adopted some innovative employee practices that 
seem to give your employees a lot more freedom than other 


organisations... 

The people working for me are adults and I treat them 
with respect; I don't believe in time cards. Employees are 
free to come in when they want and I only want to reach 
their targets on time. We have just five levels of man- 
agement and everyone including me has the same size 
cubicle and travels economy class. While we drive our 
employees, we also believe in giving people a break from 
work, so we have the concept of Hibernation, where 
people who've slogged for four years or more can take 
six weeks off at our expense. 


Is attrition a problem for Sasken and do you believe there is 
a war on for talent? What can you and the industry itself do 
to curb this? 

Attrition is clearly a problem for the industry and at 
Sasken too. I would like to reduce this statistic 


years ago, Sasken had to swallow a bitter pill when it 
initiated 20 per cent salary cuts across the board to stay 
afloat in a moribund market. Today, lyer says the 
challenges are very different. “We are a growing 
company will be hiring some 400 freshers this year; the 
challenge is to create an exciting place to work for 
them." Mody admits that while Sasken has done well in 
terms of business over the past 12 months, there are 
specific people pain-points that the company needs to 
address if it is to sit at the high-table of business. 
“Attrition is a definite concern and it's a number I 
would definitely like to bring down; starting salaries are 
something we also need to look at when we consider 
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significantly. There’s an undeniable war on for talent 
and since we don’t pay top dollar, we also need to 
clearly define job roles and ensure that each employees’ 
job is enriched. We need to strengthen our mid man- 
agement and ensure they get more autonomy and re- 
sponsibility; my job is to only enrich and mentor these 
managers. 


Sasken's come a long way from the company that started in 
a garage 16 years ago. Do companies in such a growth phase 
begin to lose their original identity? 

We try and have meetings across functions and de- 
partments to try and foster that small company men- 
tality. As we grow in size, we also need to find ways of 
handling the pain points that come with larger scale. 
These may relate to attrition or the need to make 
each employee feel that their role and contribution is 
vital to the success of Sasken. 


how quickly the market is changing," he enumerates. 
That's not all; given Sasken's intense focus on telecom 
software, finding skilled people, especially capable mid- 
management, is going to be a challenge for the 
organisation as it expands. In addition, employees who 
wish to follow a purely technical path don't yet have a 
clear career path ahead of them at the company. “We are 
working on this facet," says lyer. *Given our technology- 
orientation, it is inevitable that we have employees 
who want to focus on this rather than get into people 
management." Its continued presence in this listing (it 
was #1 last year) implies that Sasken is good at 
addressing such issues. 8 
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Genpact’s Pramod Bhasin (standing): Transparency and communication helped him avoid a crisis at Genpact { 


Building On The Legacy 


Despite an anxious year that saw a change in ownership and 
name, Genpact emerges as a preferred employer. ARCHNA SHUKLA 


E THERE'S ONE COMPANY THAT SHOULDN'T HAVE over ownership with GE, which set it up way back in 
made our Best Companies to Work for in India, 1997 as a captive unit, deciding to sell a majority 
2005 list this year, it’s Genpact, the erstwhile GE stake in it. Daily speculations on potential buyers and 
Capital International Services or Gecis. For a uncertainty over its future must have been unsettling for 
large part of last year, the BPO faced uncertainty — its employees, several of whom (including key executives 


5 چ 


such as Srikanth Karra, VP (HR), and Parthasarthy 
Iyengar, head of risk and compliance) left ahead 
of General Atlantic Partners and Oak Hill Capital 
Partners buying it in November last year. But guess 
what? That hasn’t stopped the employees at Genpact 
from voting their company right into the Top Three 
this year. (In our survey, employee satisfaction car- 
ries the heaviest weightage of 35 per cent.) 

So how did Genpact’s President & CEO Pramod 
Bhasin not just manage to keep his flock together but 
keep them happy as well? “My senior managers and 
I decided to keep all our employees informed about 
each and every development,” he says. “We enc- 
ouraged all team members to raise their concerns and 
seek clarification on any kind of doubt they had in 
mind.” That apart, Bhasin held personal web chats 
and face-to-face interactions with his employees to 
assure them that the management would not accept 
any arrangement that was not good for the company’s 
growth. Says Piyush Mehta, Senior vp (HR), Genpact: 
“The biggest concern among employees was about the 
GE brand going away. So we assured them that GE 
would remain a stakeholder even in the new arrange- 
ment. In fact, we had constituted several teams 
whose mandate was to clarify various reports 
appearing in the newspapers.” 

Apparently, Genpact’s management handled the 
situation extraordinarily well, since the BT-Mercer sur- 
vey points to a high level of employee satisfaction and 
confidence in the management. An analysis of the re- 
sponses (employees were randomly chosen by the 
surveyors; see methodology on page 78) shows that 
employees believe that the organisation supports 
diversity and open communication and that the 
management not just adheres to HR policies but 
lives and drives the organisational values. Coming 
from the employees of a company whose parent is 
best known for its hyper-competitive workplace 
and a ruthless culling policy, this is some feat. 


Not A Big Paymaster 

Once again, the overwhelming employee enthusiasm 
does seem a bit ironic, considering that Genpact 
doesn’t pay top dollar to its associates. “We don’t 
promise our prospective employees the moon,” 
says Mehta. “And unlike our competitors, we do not 
lure talent by offering abnormally high salaries and 
perks,” he adds. The starting salary at Genpact at 
around Rs 1,20,000 annually is at the median level, 
when compared with rivals in the industry, some of 
whom offer more than Rs 2,00,000 per annum to 
even plain graduates. The company doesn’t make up 
for smaller pay packages with huge bonuses or lav- 
ish increments either. Yet, being the employer of 


ж THREE MINUTES PAST TWO ON A RECENT FRIDAY AFTERNOON 
and Marvin Carville has just reached office (he works for a BPO 
after all). The first thing he does, like most of us, is to boot up 
his PC and check his emails. “That sets the pace of the day for 
me,” he says. In the mail box are requests and proposals from 
different team members and clients in various locations. Since 
Carville, a hotel management graduate who joined Genpact as 
an entry-level associate, works different time zones, he must pri- 
oritise his work in a particular way. The proposals frorn the UK, 
China and Far East are dealt with before the clock strikes 6 p.m., 
after which all US-related tasks are taken up. 

Today, apparently, the British Telecom business development 
team in the UK has sought feedback on a particular design 
solution. Carville needs to discuss it with a colleague who's an 
expert at customer fulfilment. The duo discuss the issue over a 
cup of tea, which is followed by a quick lunch. Carville is back 
at his work station to take on another interesting project. A client 
has asked for managing its receivables across 15 destinations 
"Such projects are quite challenging because we need different 
language capabilities and communication tools," he explains 
When | take leave of Carville at around 6 p.m., he's not even 
through half day's work. He's got a long evening ahead of 
him. But | don't think he'll get much sleep thereafter. There's an 
early morning soccer session the next day and Carville, part of 
Genpact's soccer club, has a record of not missing any. 
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NTERVIEW 


7 XCERPTS FROM AN INTERVIEW WITH PRAMOD 
~Bhasin, President and CEO, Genpact. 


lak ue M tae oan employees? 
Wouldn't it be harder for Genpact to attract talent now? 
.. Indeed, the GE lineage made the sailing much easier for 
СОР тул dedic 

5 brand equity. The fact that one of the 
Же, е etna ы has chosen us as 
one of the best companies to work for, says it all. 






Why did GE pull out from Gecis and the hot BPO sector? 
` It is not that GE has abandoned us. The group still 
holds 40 per cent stake in the new entity, Genpact, 
and 85 per cent of our business, across the six coun- 
tries we are present in, is still GE's. The current equa- 


tion serves both the parties well. 
It is said that ct is a poor paymaster. 
We believe in rightful and realistic wages. We strongly 


е то means of 
attracting talent. High salaries impact the cost-ef- 
fective business model of BPOS on one hand and 
build wrong hopes among employees on the other. 
Those starting their careers at an early age need 
good training, guidance and exposure to best global 
business practices more than money. 


Will the recent study on “inhuman” working conditions in 
Not at all. These false alarms are being raised by 
people ivi ies uon The younger gen- 
eration today understands the challenges and the re- 
quirements of modern day businesses. I am sure they 
are not going to pay any heed to such unwarranted 
criticism. 
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choice has been its stated goal ever since it set up shop 
in 1997, And according to Bhasin, “The company has 
achieved this goal without fail year after year.” 

He rattles off numbers to support his claim. 
Despite an extremely stringent hiring policy—only 
four out of 100 applicants get hired—Genpact has 
managed to hire around 8,000 people so far this 
year. (Obviously, Genpact is growing its business 
ferociously, having just come out of the GE cocoon.) 
The rate of attrition, claims Mehta, is almost half of 
the industry average. “Our annualised agent level 
attrition rate has been 30 per cent in the tech support 
division and 33 per cent in collections against the in- 
dustry average of 97 per cent and 77 per cent, resp- 
ectively," exults Mehta. 

Riju Vashisht, vP (HR), promptly points out that 
there are hundreds of employees who have been 
with the company for at least five years. "Some of 
them started their careers with us as associates, which 
is the entry level post, and are now serving in various 
top positions like Vice Presidents," she says. Marvin 
Carville is one such employee who, after a diploma in 
Hotel Management, had joined the company in 
December 1998 as Process Associate and is now an 
Assistant VP handling new projects across regions 
such as the us, the UK, China and Romania. 

But why does Carville, who claims to be getting at 
least one offer every two months from Genpact's ri- 

vals, choose to stay on in a company where penny- 
pinching i is the norm? How do Bhasin and his team re- 
tain their workers without offering them big financial 
incentives, which apparently is the biggest motivator 
for most employees? *We offer our people a career, 
not a job like most of the other BPO operations," 
declares Bhasin. “It is the promise of producing well- 
rounded professionals who could take on bigger 
responsibilities and challenges i in future that helps 
us in tapping and retaining the talent,” adds Mehta. 


Investing In People 
To be fair to Genpact, it spends an enormous amount 
of money on its people. Last year, it spent more 
than $10 million (Rs 45 crore) and over 1.5 million 
man hours on training. It employs an array of HR tools 
to address the professional and personal, long-term 
and short-term concerns of its people. It has an in- 
house army of 170 certified trainers who coach 
employees not just in areas like client processes, 
product and compliance, but also soft skills such as 
leadership and decision-making. For the new re- 
cruits, there are dedicated courses for honing com- 
munication, interpersonal relations and etiquettes. 
Apart from offering a whopping 1,500 professional 
certification programmes, Genpact runs a project 





Genpact's Mehta: He's got the 


GE culture to work wit! 


W 


REVENUES: Rs 1,908 crore (2004) 
PROFITS: Not available 


Total employees: 14,000 in India; 19,000 worldwide 
Attrition (per cent): 31 average 

Average career tenure: 4.5 years 

Training budget (budgeted/ actual): Rs 45 crore 
Training man-hours (actual): 1.5 million (2004) 


called Genpact University, wherein it has tied up with some of the top busi- | 


ness schools like XLRI and пм Bangalore. These institutes hold special tests 
and classes for Genpact employees. The company pays the entire tuition 
fee if these employees stay back for a stipulated time after finishing their 
course. “We launched this programme after we found out that many 
youngsters left jobs to pursue higher studies,” says Mehta. At present, 2,000 
Genpact members are enrolled for various courses across half-a-dozen such 
schools. These employees are eligible for flexi-hours and even paid hol- 
idays for studying and writing their exams. 

On the lighter side, the HR team keeps organising various extra- 
curricular activities in which the employees’ family members are also en- 
couraged to participate. Bhasin and his team take a lot of pride in the fact 
that practices like in-house meals, pick up and drop facilities and security 
guards with women, were initiated by them in the industry. Yet, there are 
a-couple of issues that the BT-Mercer poll of Genpact employees throws 
up. One, not surprisingly is compensation, which employees feel needs to 
be aligned with industry standards to increase the impact of compensation 
on retention. Two, employees feel that HR should improve its ability to pro- 
vide career guidance to them. Bhasin & Co. had better take note. IM 
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Band of boys: HCL Comnet's Nayar (front right) believes hay 


Employees First 





py employees mean better service for customers 


HCL Comnet has made the organisation accountable to its 
workers. No wonder it's on this list two years running. snap р.у. 


CL COMNET HAS A RATHER UNIQUE WAY OI 
informing employees about its internal 
goings on. Instead of printing newsletters, 
as is the norm in most places, it blares 
entertainment programmes, pep talks by 
senior managers, news about internal developments and, 
sometimes, silly announcements by employees 


themselves through a network of speakers mounted in 
common areas like the cafeteria. Radio Comnet, as it is 
called, is a pre-recorded audio newsletter played 
through an intranet server—a first in internal com- 
munications in any Indian company. “We constantly 
innovate while reaching out to our employees," says 
Vineet Nayar, CEO, HCL Comnet. The company is 


SNAPSHOT 


REVENUES: Rs 305.5 cr 
PROFITS: Rs 17.11 cr 


Total employees 


2,200 


Attrition (per cent) 


15.1 


Average career tenure 


4.71 years 
Training budget (actual): 


Rs 0.55 cr 


Training man-hours 


(actual): 3,757 





Y KEWYN WALTER G., 25 

DA д Manager (Service 
ivery) 

IN THE LIFE OF HCL Comnet 


dee WALTER G., AN ENGINEER FROM NATIONA 


Cit 


and an MBA from Loyola Institute of Business Adn 
working on a project for one of the largest diesel engine n 


world. He takes a company cab to work—it's only a c 


y 


his Sector 19 residence in Noida—and reaches office at ab 


before his shift starts at 2 p.m. The first thing he doe: 


and then sifts through all the reports which his team me 
which he sends weekly reports to his clients), So what 
remote manage the servers of his US-based clients sitt 


high tension job. “I carry my (office-given) laptop home 
Is urgent work, | can go online with my client wherever 


department has 15 teams comprising 165 member 
organised a group photograph of all 15 teams in the depart 
It on each workstation along with each team's achievement 
stuff, but it's par for the course in a place teeming with 25 


interaction with (US-based) clients, he behaves as if 


instance, when he goes out for dinner at 10 p.m, he te 


going for lunch. “We have to follow our clients’ timing: 


work winds up, it's 11 p.m. But Walter hangs around for а 
he simply likes hanging around. It's midnight by the time he 
Finally, it's time to go home—again, in a company cat 






















A Trust Pay’ 
policy keeps the 
expanding pool of 
employees—now 
at 2,200—happy, 
and the average 
career tenure is 
relatively high 

at 4.71 years 


includes an MBA 
programme, held 
on-site. Plans are 
also afoot for a 
B.Tech course for 
diploma holders 
(about 10 per cent 
of its workforce) 


and no play 

HCL Comnet. A 
adio newslette 
skits and dancing 
are all part of the 
ompany where 


the average age 


$ 25 year 














INTERVIEW, 


poo FROM AN INTERVIEW 
ith HCL Comnet CEO Vineet 
Nayar. 


What is the secret of being a best 
employer? 

We wanted to create a company 
for first timers. And we looked at 
what we could do to make it their 
first and last job. At Comnet, the 
employee comes first, unlike in 
other places where customers come 
first. We have made the whole 
organisation accountable to the 
employee. Our customers are 
interested in HCL Comnet because of 
the value we create for them. And 
creating value for a customer is 
each employee’s responsibility. 


How did you do it? 

If you really want to create a new 
culture, a large percentage of people 
you hire should be young (the 
average age at Comnet is 25 years). 
And you have to give them real 
responsibility. You have to create an 
excitement quotient. The organi- 
sation has to have a young mindset. 


Where else do you see a CEO run- 
ning around as Santa Claus (I did it 
last Christmas)? The idea is to cre- 
ate an organisation where every- 
body wants to come and work. 


What about compensation? 

We have a unique system here. 
While everybody else pays 30 per 
cent of the salary as the variable 
component, we trust the employees 
and pay them 100 per cent. We 
call it Trust Pay. And 85 per cent of 
the staffers have their salary fixed 
for a year while the rest (senior 
managers) know how their salary 
will grow in the next three years, 
unless something dramatic happens. 


Your company is extremely sales-driven. 
Doesn't cut-throat competition make 
employees nervous? 

Yes, our business is very cut-throat. 
We send condolence cards to those 
who lose the business, while we 
celebrate every victory. Losses are 
not accepted in our organisation. 
But I would like to add that 
nobody gets penalised or ridiculed. 


We talk to the person who's lost 
business and suggest ways of 
improving. This improves skills— 
and morale, too. 


c 


now hunting for an RJ (radio jockey) from within its 
ranks to make the radio newsletter more interesting. 
Doing whacko things isn't a novelty at HCL Comnet. 
Last December, the company celebrated its 10th anni- 
versary with a skit by all the 14 original founding man- 
agers (internally called Star Band). СЕО Nayar, Chief 
Operating Officer Anant Gupta and Head of Human 
Capital Management J. Kalyanaraman were all in it, 
dancing to the tune of Dhoom Machale, a hit number 
from the Bollywood flick Dhoom. A recording of the 
event is part of HCL Comnet’s corporate video pres- 
entation. Says Nayar: “For everybody else, it’s customer 
first. For us, it’s employee first.” Translation: It’s the em- 
ployee who services the customer, so if the employee is 
happy, he'll try and service the customer better. 

The Noida-based remote network infrastructure 
management company first entered the BT Best 
Employer's list last year at #4. It has maintained this 
rank, though its rolls grew almost 100 per cent from 
1,200 employees to 2,200 now. It’s expected to grow 
to 3,200 people by end-2006. So what, apart from fun 
and games, keeps such a burgeoning band of employees 
happy? Nayar points to HCL Comnet’s compensation 
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policy as one of the reasons; it has recently moved to a 
system of “trust pay”. “We tell employees that we 
trust them completely and offer a fixed package that 
does not change according to the external environ- 
ment,” says Nayar (variable pay of 30 per cent is the 
industry norm). So the demand-supply dynamics—or 
winning or losing an order—does not bother employ- 
ees on a daily or quarterly basis. But Nayar warns 
that losing a client is not taken lightly in the organisa- 
tion. *We celebrate every victory, but we do not ac- 
cept any loss,” he says. “We do not penalise anybody, 
but send e-mails to concerned people suggesting 
ways to improve." That's evident. Average career 
tenures are relatively high at 4.71 years. "Transparency 
is the key to making employees feel comfortable," says 
Kalyanaraman, a 20-year veteran at the group. "We 
follow a ground-up approach; everybody (from line 
supervisors and above) gets an opportunity to take part 
in policy making." The company also has a very 
proactive promotion policy. The promotion rate of 48 
per cent means half the workforce can expect to 
move up every year. This, naturally, makes for very 
happy employees. 


“But the most important feature of our HR 
architecture is the 360-degree feedback system,” 
says Nayar. That means everybody, from managers 
(who have at least two to three reportees) right up to 
the chairman, is assessed by subordinates on 
parameters like people orientation and skills, among 
others. Finally, after the scores are tallied and bench- 
marked against peer group averages, the results are 
sent back to the employees who have given the 
feedback. *We've made the whole organisation 
accountable to the employee,” he adds. Not sur- 
prisingly, HCL Comnet scored the second highest 
among all companies on this list on HR Metrics, 

The company also invests heavily on educating its 
employees and on upgrading their skills, Under its 
Comniversity initiative, it offers an MBA programme 
in alliance with 1мт Ghaziabad, on the Comnet 
premises itself. It will soon sign an agreement with an 
engineering institute in Noida to launch a B.Tech 
course for diploma holders (about 10 per cent of its 
workforce). “They can, thus, be promoted as grad- 
uate engineers,” says Kalyanaraman. 

But despite these measures, the attrition rate 
has risen from 8.5 per cent in 2003-04 to 15.1 per 
cent the next year. It’s still below the industry norm 
of 19 per cent, but does it indicate slipping HR stan- 
dards? “Not really,” says Kalyanaraman, “We have 
changed the methodology and are taking into account 
freshers who leave the organisation within 30 days 





360°: Assessment by subordinates is high on the HR list 


of joining.” But its gender mix, at 1:11 in favour of 
males, is way below industry standards and sits 
uncomfortably with its label of being an equal 
opportunity employer. 

But like most other companies on this list, the 
asset side of its HR balance sheet far outweighs the 
liabilities. For proof, ask the employees. m 
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NTPC's Jain and his team: With attrition rate of just 0.4 per cent, the employees are definitely in good company 


A School For Employees 


NTPC invests massive resources on training and benefits. Its 
staff is fiercely loyal and most don't want to leave. AsHISH GUPTA 


F ATTRITION RATES AND AVERAGE SERVICE TENURES 
were the only indicators of employee satisfaction, 
then people at India's premier power genera- 
tion company, National Thermal Power 
Corporation (NTPC), would easily top any 


happiness index for employees. With an attrition rate 
of just 0.4 per cent and an average career tenure of 20 
years, it may well cause both tech start-ups and legacy 
majors to turn green with envy. 

Before you dismiss these figures as a function of a 


fce 


THE 
f 


FOR IN INDIA 


public sector mindset—unambitious, laid-back and 
complacent—sample this: alumni, freshers and search 
firms alike have an extremely favourable view of the 
company; and competitors consider its HR practices 
extremely robust. Proof: Anil Ambani poached K.K. 
Sinha, its Director, HRD, in July this year. His brief: re- 
design Reliance Energy’s HR practices. 

Ask Vijay Kumar Gupta, GM (HR)—who has been 
with NTPC for 26 years—why he's stayed with the 
company for so long, and pat comes his reply: “I’ve 
had no reason to think of moving." Not only has it 
given him full freedom to implement various inno- 
vative HR practices, it has also taken full care of all his 
needs. “Which company," he asks, “would pay the full 
medical expenses of its employees, their families and 
even dependent parents after retirement?" Adds 
Dinesh Batra, Senior Manager, Corporate Planning: 
"It is NTPC's ability to manage challenges and convert 
them into opportunities that makes it such a great 
place to work in." For instance, when it faced the 
problem of disposing of the residue ash from its 
power plants, the NTPC team came up with the idea of 
selling it as construction material (ash mixed with cem- 
ent is used in construction) in West Asia. *The plan 
was conceived and executed in six months flat," 
adds Batra. Such nimble-footedness, popularly att- 
ributed only to the private sector, adds to NTPC’s 
draw as an employer. “Employee satisfaction levels 
have jumped 20 per cent between 2001 and 2004 
despite no major revisions in compensation levels,” 
says G.K. Agarwal, Executive Director, HRD. 
Interestingly, the company conducts employee satis- 
faction surveys in-house every year and gets an outside 
agency to do it once every four years. 

But what really attracts fresh recruits to NTPC are 
the learning opportunities and the chance to develop 
all-round capabilities. “In NTPC, training is seen as an 
investment. Hence, budget is not a constraint. Last 
year the training budget was Rs 1.5 crore,” says 





SNAPSHOT 


REVENUES: Rs 26,517 crore (2004-05) 
PROFITS: Rs 5,807 crore (2004-05) 


Total € oyees: 23,385 

Attrition (per cent): 0.4 (2004-05) 

Average career tenure: 20 years (74 per cent) 
Training budget (budgeted/ a Rs 1.13 crore 
1,611,952 (2004-05) 


Training man-hours (actual) 


RABEEN SINGH, 31 
Senior Officer, HR Department 


IN THE LIFE OF “TPC 


ABEEN SINGH REACHES OFFICE BY 8.45 A.M. AND R 

meeting. On the agenda are new milestones and target 
for his group by Chairman C.P. Jain. Off the ager 
that make these meetings enjoyable. This one t 
1.10 p.m. It's lunchtime; Singh heads for the ground flo 
teen with his colleagues for a quick bite and some g 
lunch, he gets busy finishing his assignments, oft: 
across his open bay for help from colleagues. The р 
6.30 p.m., signalling pack-up time. Singh heads for the 
mounts the treadmill for 30 minutes before heading t 





























INTERVIEW/ 


XCERPTS FROM AN INTERVIEW WITH NIPC CHAIRMAN 
and Managing Director C.P. Jain: 


How do you train fresh recruits? 
NTPC has elaborate training programmes for its 
incumbent executives. Not only do they go through 
rigorous classroom training at the Gurgaon-based 
Power Management Institute set up by NTPC, they also 
put in stints at various departments and plants in the 
course of their year-long training programme. So, 
trainees are familiar with our needs, systems processes 
and also our long-term goals. There is a continuous 
on-the-job training for all employees—there is also 
a compulsory seven-day training for all officials; 
this includes overseas training programmes for 


senior managers. 
How do you motivate workers? 


The best way to motivate anyone is to let him/her 


know that performance will be rewarded. Thus, as an 
executive rises up the organisational ladder, the 
weightage for performance gradually increases while 
that for seniority decreases, In fact, for people at the 
deputy general manager level and above, no weigh- 
tage is given to seniority at all. We also have a num- 
ber of platforms to develop a culture of participation 
through what we call “quality circles”. Here, em- 
ployees are not only allowed to suggest new ideas (in 
relationship to their responsibilities) but also given the 
freedom to implement them. An individual needs 
not just money, but also good growth prospects, a great 
working environment and a sense of belonging. We try 
to foster that kind of feeling in the organisation. 


How did NTPC deal with the sudden resignation of K.K. 
Sinha, former Director, Human Resources Development? 
Do you have a system in place to replace key personnel 
who leave? 
If a senior executive leaves the company, it is 
obviously a loss. However, it helps if the organisation 
is prepared for such an eventuality. After all, 
everyone has to leave sometime or the other. 
Fortunately, NTPC has lot of depth in its human re- 
sources and, hence, can face up to such losses better 
than most other companies. You see, we consciously 
groom employees to take on higher responsibili- 
ties. And, look at it from the point of view of exist- 
ing employees—if they know that no outsiders will 
be recruited in case of a churn, that slots left vacant 
by departing superiors will be filled from within 
their ranks—then motivation levels down the line will 
be that much higher. So, some amount of churn is 


good for the organisation. 
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Swatantra Kumar, GM and Head of the company’s 
Gurgaon-based PMI (Power Management Institute). 
Adds Jasleen Kaur, an engineer who joined NTPC from 
Ingersoll Rand: “NTPC gives its employees enough 
time to learn before thrusting them into the job. It is not 
like the private sector where one is expected to run even 
before one learns to crawl.” Young recruits are taught 
better communications and presentation skills at the 
Delhi-based National School of Drama and at week- 
long English speaking classes; the rigorous theoretical 
grounding freshers get on virtually every aspect of 
the power sector—construction, operation, mainte- 
nance and technical service of projects—at PMI is said 
to be the best in the country; and company-sponsored 
courses at IIT Delhi (Master's Degree in Power 
Generation Technology), MDI Gurgaon (Executive 
MBA Programme) and The Energy & Resource Institute, 
School of Advanced Studies (Master's Degree in 
Regulatory Studies) for employees at all levels mean 
Team NTPC is always riding the learning curve. This is 
what makes Vijay Kumar, a mechanical engineer from 
Ranchi and a 2000 batch trainee executive, a die-hard 
fan of NTPC. He is on a two-year all expenses paid 
leave from the company while he pursues an MTech 
in power generation technology from ir, Delhi. 
“Private companies may pay higher salaries, but 
nowhere else do you get these kinds of facilities," he 
says." Not surprisingly, NTPC's HR policies have re- 
ceived iso 2000 certification. 

NTPC pays trainee engineers about Rs 7 lakh per 
annum (cost to company), which is quite competi- 
tive, though not top of the charts, by industry standards. 
But it is invisibles like training, education and healthcare 
that are the real icing on the cake. Argues Ashok 
Swarup, Deputy GM, HRD: “Taken as a whole—the pay 
and perks, the various welfare measures and the pro- 
ductivity linked-incentives—the compensation package 
at NTPC is among the best in the country.” 


4 The company also has a very sound mentoring 
programme. All 556 trainees recruited this year will 
have senior managers as mentors, who will help them 
tide over teething problems and foster a sense of 
belonging. Says Ranjana Mittal, faculty member and 
teacher of organisational behaviour at PMI: “What we 
thought existed only in books on HR practices is actu- 
ally practiced in this public sector company." Little won- 
der that NTPC has regularly made it to this list—it 
came in at #3 in 2003 and at #6 last year. 

But despite these impressive achievements—it 
scored the highest among all shortlisted companies 
on HR Metrics—there are some areas where NTPC 

} needs to put in more effort. Its gender ratio is skewed 
22:1 in favour of males. This is clearly unacceptable. As Honing skills: Learning opportunities are aplenty 
executives are recruited through an all-India written test 
followed by interviews, there is little that the com- the company has already taken some innovative steps 
pany can do to change this in a hurry. But the ratio does “We have reduced the number of closed holidays { 
seem to be improving. There were only nine women in 12 to eight and increased the number of restri 
the 2002 batch of recruits; the figure has jumped to 43 holidays from two to six so that offices remain ‹ реп fo 
in 2005. Also, it has an unnecessarily long menu of leave more days," adds Agarwal. 
entitlements. This is obviously a function of its status as But these are minor blemishes in an otherwise glittering 
a PSU Navratna—it has to follow the government's report card. So the next time you use “public secto 
calendar of holidays—but this can also have an adverse pejorative term, think of NTPC. It might force yo 
impact on employee productivity. Realising the problem, rethink your terms of endearment. ai 
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HSBC's Booker (fourth from left) with his crack team: A family that eats together stays together, but not for life now | 


The Good Life Just Got Better 


Winning matters a great deal at HSBC, but employees needn't 
break their backs in that endeavour. KRISHNA GOPALAN 


l'S TEMPTING TO DRAW A PARALLEL BETWEEN THE (HSBC). Unlike many English squads of the past, the cur- 
new-look English cricket line-up skippered by rent bunch just can't stand the thought of losing (which 
Michael Vaughan and the Niall S.K. Booker- enabled England to beat the Aussies in the recent 
led team at the Indian operations of the Ashes series). HSBC India too till recently wasn't exactly 


q 
Hongkong and Shanghai Banking Corporation renowned for the fire burning in its employees’ bellies. 
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TATA 


Redefining 
performance. 


To compete at a higher level, performance has to be continuously redefined. 
And the only way to do that is by harnessing the power within 


Turbo Diesel. Petrol's new role model. 


That's exactly what the new Indica V2 Turbo diesel does 


It redefines the performance of diesel cars 
With 68 PS of gut-wrenching power, backed by 13 kgm of torque, 


í the Indica V2 Turbo diesel.will leave petro! cars fading into the 
backdrop faster than you can imagine. 
Test drive it today and discover the new power of diesel 


Паго ее? 4 


C LTEZ om pe T 
Visit us at www.tatamotors.com For assistance or queries on our passenger car range, call our toll-free number: 1600-225552 


ATA MOTORS Accessories shawn are not nart of standard anuinmant More Power Bar Cac 





SNAPSHOT 


REVENUES: Rs 2,287.9 cr 
PROFITS: Rs 336.9 cr 


Total employees: 3,948 (as on July 31, '05) i. 


Attrition (per cent): 21.8 


Average career tenure: 

Junior Management: 9.22 years 
Middle Management: 5.77 years 
Senior Management: 9.31 years 


Training budget (budgeted/ actual): 
Rs 10/ 9.4 crore 


Training man-hours (budgeted/ actual) 


20,000/ 20,460 


“A job at HSBC meant you had a job for life,” recalls 
Anurag Adlakha, Area Financial Controller. However, 
things changed once Booker took over as Group 
General Manager & CEO, India, in November 2002. 
“The uniqueness about HSBC is that it cares for its cus- 
tomers, has a long-term vision and is a fair employer,” he 
points out. Now for the punchline. “All this is merged 
into a will to win. I try to create a picture of winning. 
That to me is the New Age HSBC,” emphasises Booker. 

The bank’s impressive headquarters in uptown 
Mumbai houses some 800 employees, and if the 
atmosphere here has to be described in a couple of 
words, it would have to be “quiet efficiency”. But 
don’t let the hush delude you into believing it is all hum- 
drum at HSBC. The first sign of pent-up ambitions com- 
ing to the fore was when the Hong Kong-headquartered 
bank acquired a stake in uri Bank. The acquisitive intent 
didn't come as a bolt from the blue just to the world out- 
side—internally too employees were surprised, pleas- 
antly. *It resulted in our organisation being seen as 
one with an aggressive intent and possessing the capa- 
bility of execution," explains Adlakha. 

Such hardnosed corporate strategy and stress on per- 
formance juxtaposes starkly against the gentility and 
benevolence employees are treated with. For instance, 
employees are actually encouraged to leave early to be 
a part of a family occasion. All the tough talk at office 
notwithstanding, life for HSBC employees is not just 
about work. Incredible as it may sound, the work- 
force is virtually cajoled into taking leave. That's why 
employees are allowed to carry forward into the new 
year only five out of 30 days of privilege leave. In 
fact, come January 2006, the system of carrying forward 
leave will be stamped out. *The objective is to have a 
good balance between work and life," explains Shishir 
Agarwal, Vice President (Employee Relations). 

To be sure, the word *compassion" comes up rather 
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SHISHIR AGARWAL 


DA 35, VP (Employee Relations)/ 


IN THE LIFE OF HSBC 


HISHIR AGARWAL HAS ARGUABLY THE TOUGHEST JOB IN HSBC. 

As Vice President (Employee Relations), he's got to not 
only ensure he fits the right person into the right job, he 
also has to do his bit to keep morale buoyant even as he 
reins in attrition. As he begins his busy day, Agarwal 
tells me the work culture at HSBC is one where the 
means and ends are equally important. "It is a compliant 
and a process-driven organisation. There are no short 
cuts here." Over a cuppa during the morning tea break, 
Agarwal recalls one of his tougher assignments—a vol- 
untary retirement scheme (VRS) that HSBC completed in 
2003. "At the end of the day, one needs to have a humane 
approach and taking good care of the employees is 
important. We did exactly that and the employees were 
also happy," he states. They should have been—while 300 
employees were what HSBC budgeted for in the VRS, the 
actual number who opted for it was 519. 

Lunch in the cafeteria is with colleagues. Amidst 
plenty of banter and laughter Agarwal is preparing himself 
for a meeting later in the day. | interrupt him to ask 
where he recruits his workforce from. "We do not pick up 
too many from the management schools at the entry 
level, though there are a lot of summer trainees who 
come in," he explains. At higher levels, there is a fair num- 
ber that comes in from rival banks. 

| have heard a lot about HSBC's work culture, and as 
if he's read my mind, Agarwal brandishes a recent 
employee attitude survey that shows HSBC in good light 
vis a vis other MNC banks, and even HSBC worldwide. 
(The result of this has been a more energetic workforce. As 
it is, the worldwide best HR policies that have been suc- 
cessful are adopted in India) 


The atmosphere 
at HSBC's Mumbai 
headquarters that 
houses some 800 
employees, is one 
of quiet efficiency. 
But don't let the 
hush fool you 



































































INTERVIEW/ 





XCERPTS FROM AN INTERVIEW 
with HSBC CEO Niall S.K. 
Booker. 


On the concept of leadership and 
teamwork. 

It is important to put yourself in 
the shoes of those being led. To 
me, teamwork comes down to 
selecting the best people. While 
strategy is not rocket science, it is 
important to have a sound bunch of 
people who can execute it. 


On the culture at HSBC. 
This is really all about leading from 
the front and communicating with 
the employees all the time. While it 
may be hard to be positive everyday, 
the trick is to never go public with 
your disappointment. As I believe, 
between being optimistic and real- 
istic, I would want to be a realist (he 
makes a reference to Jim Collins’ 
book, Good to Great: Why Some 
Companies Make The Leap... And 






























































Others Don’t). 
On what working together at HSBC 


means. 

` The HSBC work culture is about 
encouraging groups to be together 
and celebrating success is one way 
of doing it. For instance, those in 


bhangra. All this leads, in turn, to 
better performance from the 
employees. We have been doing 
well and have been lucky since the 
economy is also on the growth 
path. What has really happened 
in the last few years has been a 
case of turning a ship around 
without sinking it. 


On the need for the employees to 
have a high-quality life. 

Employees need to have a good 
life. We try to reduce workloads. 
We keep asking for feedback from 
our employees. Based on this, we 
have a better sense of direction 
and a good remuneration pack- 
age in place. 





the call centre get dressed up for a 


often when one interacts with HSBC employees. For ins- 
tance, a voluntary retirement scheme that was imple- 
mented after Booker took over wasn't without the human 
touch, and employees had little room to feel that they'd 
been hard done by the management. Booker admits it 
was the toughest of times, alleviated to some extent 
with dignity and attractive severance packages. "People 
can accept hard decisions as long as they are fair," he says. 

If bidding goodbye to employees is tough, bring- 
ing on board fresh, passionate talent, and then 
retaining them, can't be much easier. Nothing works 
better than a bit of tinkering with compensation, 
and that is exactly what HsBc has done. The bank's 
introduced a variable element in the package, which 
essentially leaves the employee with more cash— 
and the freedom to decide what to do with it— 
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rather than company-provided benefits like a car 
and housing. *The change in the compensation struc- 
ture has helped us in getting better people. The 
objective has been to have an active and an ener- 
getic workforce," says Agarwal. He adds that initiatives 
like *Bright Ideas" (employees come up with ideas on 
how to work better) and *Thanks Award" (an instant 
recognition of good work) have resulted in employ- 
ees feeling more strongly for the organisation. Such 
rewards are an imperative for, as Booker puts it: *If an 
employee has done great work, you cannot add 
another room to his apartment or 100 seats to his 
car." The head of HSBC’s formula for success isn't too 
complex: Create an environment that encourages 
winners, and then reward those winners handsomely. 
That's got to work, right? m 


VOCI 





















































On the surface, a business is a business, 
no matter what size or industry. 
You develop a product or a service. 
You market it. 

You distribute it. 


p o 
You sell it. 


And in between, you strive to do the whole process more 


efficiently and profitably than your competitors. 
It's not rocket science. In fact, it's pretty simple — 
until you factor in the not-so-simple things that make 
doing business in your industry so complex. 
hese аге the things that keep you up at night. 
These are the things that can mean the difference 


between success and failure. 





Individual solutions for individual industr 


What can SAP do for your compan 
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ell us which industry you work in and get a free industry specific SAP CD, where you'll find 
o your questions and valuable insights from SAP. Send in your details to info india @ѕар.соп 


or more details log on to sap.com or call toll-free on 1600 425 5959 
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z Д SAPIENT 


Sapient's Banerjee (right): Sapient India has not just transferred its American values to India but built on them 


RITESH SHARMA 





Speak Up, You Are At Sapient 


How did a dot.bomb survivor go on to become a best employer? 
By listening to what its employees had to say. AMANPREET SINGH 


Raise your Spirits, 

Raise them High, 

Search for Tars (errors in codes), 
And say Bye, Bye. 

(Claps all around) 


T'S NINE IN THE MORNING AT SAPIENT'S GURGAON 
office, and the OPODO team (it works on a pan- 
European travel portal) is getting started for the 
day's work. What's with the cheering and clapping 


120 BUSINESS TODAY NOVEMBER 20 2005 


bit? “It’s almost like readying yourself for a big, hairy, 
audacious goal,” explains Sanjay Menon, a 30-year-old 


India. Apparently, every such team (some 40 of them) 
across Sapient’s two offices in India (the other is in 
Bangalore) goes through a similar drill every morning. 

Sapient more than knows the importance of morale. 
Set up in 1991 as a client/server application development 
outfit, the Massachusetts-based company went on to be- 
come an Internet consulting firm in the late 1990s and 


High Speed. tin 
Total Control. 
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The Corporate Internet Banking suite from SBI lets | Transfer of funds 
you manage your corporate accounts from your Statutory Payments 
executive desktop at high speed and in complete Vendor Payments 
4 safety. The total control that you have will make Salary payments 


you feel like a Formula One racer. Check out the 

Easy Reconciliation 
salient features of our Corporate Internet Banking 

e-receivable 
facility. Contact us today. 





Ө State Bank of India 
Online- With you - all the way 


Jf SEI www. statebankofindia com 
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Contact your branch or e-mail us at inb.cinb@sbi.co.in or call us at 022-27566067 
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S THE MAN IN CHARGE OF SAPIENT'S UK BUSINESSES IN INDIA, MENON 

oversees a team of 350. Most of his time is spent on peo- 
ple and delivery but he also plays career manager—and some- 
times simply a sounding board—to 14 juniors. On a recent 
Friday, Menon's schedule is packed with meetings—mostly with 
potential hires to meet a sudden spike in workload. But post- 
lunch, he does have time to meet with Anubhuti Srivastava, a 
managee who is headed to London on an assignment but has 
two issues: role clarity and compensation. "The clients are go- 
ing by title and not by role," complains Srivastava. Menon's ad- 
vice to her: The client will lose its paranoia when Srivastava ac- 
tually gets to London. And as for compensation, "focus not on 
a salary increase but on a promotion in the near future, which 
will take care of the compensation as well", says Menon, 
whose wife also works for Sapient. 

The meeting finishes and Menon talks about how this was 
one of the easy interactions. "Sometimes it can be very 
difficult, especially when people need a reality check," ex- 
plains Menon. Who gives him a reality check? "Well, 
Soumya (Banerjee) is my career manager," says Menon. "To 
me, working at Sapient is about playing to your strengths and 
also being pushed out of your comfort zone," says Menon, 
whose previous stints at PwC and IDBI have involved man- 
aging corporate restructuring and risk. As Menon walks me 
to the lift, he calls out to his colleagues for another meeting. 
Apparently, there's another potential hire who needs to be met 
before Menon calls it a day. 
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survived near death after the Internet 
Even as some of its rivals such as Sci 
keeled over, Sapient managed to reinv 
ing the mid-90s, It shifted focus to hig 
tion development work with more predi 
and became one of the first Ir compar 
advantage of offshoring work to India. 
with $254 million (Rs 1,117.6 crore 
enues last year, did go through painful | 
as it shifted work to India, it made sure 1 
an employer of choice and, more impo 
the same work culture that its young fi 
Greenberg, 42, and Stuart Moore, 45— 
the us. In fact, to this day, it’s part of Mı 
Greenberg and Moore are co-Chairme 
ensure that the workplace at Sapient ren 
best in the industry. 


The Sapient DNA 

Ok, so you are a rocket scientist. But 
press the folks at Sapient much. “If a 
main skills but lacks core values, (he is) 
clares Preneet Sinha, Manager, People 
Hk). Core values, she says, are things st 
cussed delivery, creativity, leadership, 
ple growth and relationships. Strategic 
other hand, is the raison d' etre of S 
compasses purpose, core values, vis 
client value proposition. People mana 
sidered so important at Sapient that it 
corporate purpose of “being a great cor 
human potential". Says Soumya 
Managing Director along with Changay 
“It creates a powerful environment of 
ibility and trust." (On BT's Best Compan 
in India, 2005 survey, Sapient had the 
score for employee satisfaction, an 
ranked higher than #7 had it been 
India-specific numbers relating to H 
investments.) 

Respect for the individual starts r 
point of contact with Sapient: the hiri 
are no mass interviews, instead a persor 
note shows up on a whiteboard wher 
the interview room. Each applicant, irr 
level of hire, goes through five hours o 
at least five people before joining the 
once you sign up, a bouquet of your 
ers finds its way to your home a week | 
Take the case of Rajat Beri, a 32-year 
from PricewaterhouseCoopers’ Was 
office. Initially, he was apprehensive 
India, but the interviewers put him at e 
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Wall Tiles tiles, the world's most preferred size. They fit your walls with perfection and 


leave little room for wastage. The attractive colours and designs would translate the bathroom of 5 ا‎ NI ї 


your dreams into reality. Get Somany tiles into your bathroom and create a world of your own. 
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Sapient's Kodendera (centre): Respect for the individual, every individual, is evident in everything the company d 


took the trouble of providing a book to me while I was 
waiting (for the interview) and there was a person 
from the us on the interview panel,” recalls Beri, now 
a senior project manager at Sapient. 

Roles and not titles is the motto that drives growth 
in Sapient. Vertical growth happens through a quarterly 
promotion cycle wherein 18-22 per cent of people in 
each title get promoted. A performance management 
system means a 360-degree appraisal by peers, super- 
visors, subordinates, self, career manager and man- 
agees if any. An appraisal decides compensation and 
whether a person is ready for promotion after playing 
a step-up role. (People with potential in their current 
roles are chosen to play step-up roles for the next 
level in the hierarchy.) No one is promoted into a 
role without being groomed for at least six months. 
Domain change is another facilitator to growth and em- 
ployees can change domains after an assessment. 
Consider Sandeep Mahal, a 27-year old Senior 
Associate, who felt that he would be more marketable 
as a project manager rather than a creative designer and 
switched domains. “I got the opportunity to lead a team 


a couple of times and realised that my valu 
was greater in project management,” expla 

Compensation is typically a sticky issue 
sations. At Sapient, employees are paid mark 
there's a strong reward-and-recognition pol 
are spot bonuses and Spot rew ards based on 


recommendation and there are gifts foi 
one-, three-, five- and 10-year anniversaries at S 
One of the more special awards is somethii 


Founders' award, where the winner alon 
family is invited to spend a weekend with í 
and Moore in Bermuda. The person is cl 
global Sapient vote and for the last two yea: 
ners have been from the India centre 
Coming to compensation, it is perfori 
consistency-based, but Sapient as an organisa 
at creating long-term wealth for its employe 
So, a senior employee, based on her регі 
will be allotted restricted stock units 
160 managers (and above) were allotted RS 
counted for 95 per cent of the eligible ma 
These shares have a four-year vesting perio 


SUS) 


SNAPSHOT 


REVENUES: $253.9 m 


PROFITS: $22.8 m 


Total employees: 1,627 

Attrition (per cent): 15.4 

Average career tenure: 2.92 years 
Training budget (actual): $1.07 m (global) 
Training man-hours (actual): 81,000 
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A LONG WITH CO-MD CHANGAPPA 
a, Banerjee fields ques- 


tions on the Sapient culture. 
Excerpts: 


What would you say is the culture of 
Sapient? 

Soumya Banerjee: Sapient is a pur- 
pose-, vision- and core value-driven 
organisation, where every single 
person at Sapient has the freedom to 
take decisions in line with our strate- 
gic context. It creates a powerful en- 
vironment of freedom, flexibility 
and trust. The culture is about en- 
abling human potential, making our 
clients successful and making our 
lives and careers successful beyond 
our dreams. When CK joined 
Sapient nine years ago, he was an as- 
sociate at the entry level and to- 
day, he has set up the Bangalore 
centre because he had the passion 
that Sapient then enabled. 


How do you ensure that this culture per- 
colates down to everybody? 
Changappa Kodendera: People are 


involved all the way from the 
ideation standpoint. Once we have 
articulated the strategic context, we 
actually do a global rollout in 
smaller groups with a discussion 
around the strategic context and 
everybody ends up feeling con- 
nected. At the end we also get feed- 
back, which is incorporated. The 
hiring process is actually where it 
starts; we look for similar core val- 
ues aside from just the domain skills 
of coding. 


Everybody talks about a 360-degree 
appraisal. How much of a reality is it at 
Sapient? 

CK: It's as fluid as people walking 
up to me and giving their opinions 
on various decisions and as struc- 
tured as it can get in a perform- 
ance management system. 

SB: We all are rated whether it is 
Jerry, Stuart, CK or I. 


Who are your career managers? 
SB: Stuart Moore, our co-CEO. 
CK: Mine is Clayton Locke, who is 
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the ex-MD of Sapient India. 


Why have two MDs? 

CK: We have had two CEOs since 
the day we started the company. 
Even if you go down to a project 
level structure, we actually have a 
technology manager and pro- 
gramme manager on projects. I 
would say it's more in our DNA. I 


feel like I definitely have a coach in 


Soumya, and can bounce ideas off 
him. I can ask for help as well as for 
load balancing. 


can sell a quarter of your shares every year. All em- 
ployees are also allowed to enrol in an employee stock 
purchase programme (ESPP) for which they can set 
aside up to 10 per cent of their salary. Other benefits in- 
clude reimbursement of training and tuition up to Rs 
40,000 and a computer purchase programme for peo- 
ple who have completed one year at Sapient. “So that 
they can practice their coding and do online courses at 
home,” laughs Sinha. 

Not surprisingly, Sapient boasts of one of the low- 
est attrition rates in the industry. But the question is, 
why do people leave Sapient at all? Higher studies, per- 
sonal reasons, better compensation, growth and change 
from a consulting firm to a software product company 
are some of the reasons. But Sinha says that the com- 
pany is so connected to its employees that it usually gets 
to know six months in advance of an employee putting 
in his papers. The ‘connection’ is maintained on a 
daily basis by HR managers, career managers and busi- 
ness unit leaders. “It’s about creating multiple roots,” 
explains Binoo Wadhwa, Director, People Strategy. 

The career manager is a skip level above and acts 
like a guide and mentor. In short, the career manager 
is the one who fights your career—and, once in a 
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while, your personal—battles for you. Indeed, the ca- 
reer managers are accountable for their managee’s 
growth and are evaluated by them in a 360-degree ap- 
praisal. Says Kodendera: “People growth is a part of be- 
ing at Sapient; you are measured by how your people 
grow.” There are a variety of ways in which Sapient al- 
lows its consultants to grow professionally and per- 
sonally. Those who’ve done at least two years at 
Sapient can avail of sabbaticals, personal leave of ab- 
sence, flexi-timings and even relocations. “We relocated 
people to Korea and Switzerland, although we have no 
offices there,” notes Sinha. That means people in those 
countries work out of home. 

Two other important retention tools used by Sapient 
are morale surveys and focus groups. A morale survey 
happens every six months for all employees, while 
the focus group sessions are held quarterly and try to 
catch the pulse of a new hire. In the last few morale sur- 
veys, Sapient has recorded 94-95 per cent participation. 
“Some of the responses are rude but just the same 
they force us to change and become increasingly trans- 
parent,” says Wadhwa. It is this openess to criticism— 
and thus the willingness to change—that enables 
Sapient to be a great company to work for. Ш 





TARGET ONE OF THE RICHEST STATES IN THE COUNTRY. 


Dainik Jagran now covers all of Himachal, with the launch of a new edition printed in éfde ТЛ 


к pramshala, starting 24th October, 2005. We're now in 10 states with 28 editions and WE GAA o ane 
a readership of 2.12 crores? That makes us, by far, India's largest read newspaper. 10 states « 28 editions * 2 17 crom reader 
*Source: NRS 2005. 
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Thumbs ир to Covansys: Subrahmaniam (centre), flanked by jubilant employees, conveys a spirit of camaraderie 
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All Play And Some Work 


Covansys takes great pains to treat its people well. 
No wonder they don’t want to leave. NITYA vARADARAJAN 


OVANSYS-IANS COME TO WORK ON FRIDAY 

in informal wear; the only caveat: jeans 

aren't allowed. “They used to come in 

ragged and frayed ones," says K. 

Subrahmaniam, President and CEO of the 

Indian operations of Chennai-based їт company 

Covansys, with a wry smile. But jeans apart, an air of in- 
formality pervades the air at the company. 

The lack of bureaucracy is one of the factors that 
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makes working in Covansys a pleasurable exercise. 
It’s common to see the CEO walk into the induction 
room, where presentations are made to new recruits, 
and chat them up. Several freshers later confess that they 
hadn’t expected to interact with him so soon after 
joining. “This is a good place for freshers,” says J. 
Shyamala, a Project Associate who joined as a fresher 
18 months ago, without hesitation. “There are op- 
portunities for growth, one has the freedom to take up 
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INTERVIEW 


OVANSYS PRESIDENT AND CEO 
K. Subrahmaniam spoke to 
BT’S Nitya Varadarajan. Excerpts: 


What is your recruitment strategy? 

We have a “Bring your Buddies” 
programme and we give first pref- 
erence to these people. This way, 
techies can work with their friends 
and our expenses on headhunters 
come down. We pass a portion of 
the savings to employees as incen- 
tives. And the obvious advantage 
is that attrition levels are lower. 


What is your approach to people 


management? 

We try to be approachable, direct 
and friendly. We have set up power 
groups across the company which 
are non-hierarchical; they are em- 
powered to discuss any topic—in- 
cluding advising the management on 
how to handle clients better. These 
meetings can get riotous, but are 


very transparent. No decision is 
forced on anyone; and the results 
are put up on the bulletin board 
where just about anyone can read 
the same. Action emanates from 
this. We also have unique employee 
recognition programmes every quar- 
ter, where achievers are given 
awards for their, and their team's, 
performance over the previous quar- 
ter. This has a massive impact on 
employee morale. 


How do you ensure that communication 
channels from the top to the bottom and 
vice-versa remain open at all times? 

Apart from the structured route of 
*town hall meets" (which do not 
happen as often as we would like 
because of the huge numbers in- 
volved) and other layered meetings, 
we also have an unstructured ap- 
proach. I walk around, interact with 
people, get to know their names, 
their problems, attend their domestic 









functions when time permits and at- 
tend the functions they organise 
within the office. One hears and 
learns a lot this way. Our people do 
not expect office funding for their 
fun and games, but they expect our 
involvement and participation. I part- 
cipate in rangoli competitions, for 
instance, and can say confidently 
that I am quite good at it. 


projects of choice and work flexi-time." Little wonder 
then that search firms say it is easy to find candidates 
for the company. This is borne out by its relatively low 
attrition rate of 18.59 per cent, compared to its 
peer group average of 20 per cent; average career 
tenure is also relatively high at 4.73 years. This is all 
the more creditable because the 20-year-old Covansys 
is still not a top-tier IT company. But that hasn't 
stopped it from taking great pains at being a *caring 
employer". K.K. Kannan, who joined as a security 
guard in 1996, is a case in point. Kannan was, and is, 
a voracious reader who spent several hours a day at 
the company's library, reading whatever he could lay 
his hands on. Sarang lyengar, Senior Vice President 
(Administration), noticed this and recommended that 
Covansys sponsor his graduation and post-graduation 
studies (he will complete his Masters in Computer 
Applications in 2006). Along the way, he was in- 
ducted as a full-fledged programmer. 

Says G. Ravindran, Head, Global HR, at 
Covansys: *Our culture has always been extremely 
down-to-earth and friendly, but we tweaked it fur- 
ther to provide a sharper focus on employee welfare 
earlier this year." A rapid growth in manpower 
from 2,350 in April 2004 to 4,000 in April 2005 
made it necessary for Ravindran and his team to 
formalise these “soft systems" and improve 


130 BUSINESS TODAY NOVEMBER 20 2005 


HE FIRST THING UMA PALANIAPPAN DOES AT OFFICE IS ANSWER EMAILS 

that have have piled in during the night. Then she's off to 
spend time with coders as part of her company's "Break 
Down Tiers" programme. Juniors and seniors work together here, 
jokes are cracked, and personal queries are made, but a lot of 
work also gets done. The atmosphere is light and the dress code 
informal. This is followed by a quick 10-minute lunch; it's free, 
but only south Indian food is available. Palaniappan then 
gets down to the really serious business of discussing status re- 
ports with project team leaders in India, the UK and the US, of- 
ten till late in the evening. And every evening, she also plays 
mentor to employees in her own department. For example, a col- 
league who had just become a mother, found the late hours in- 
convenient. Palaniappan sorted this out by extending the tim- 
ing of the in-house creche from 7.30 p.m. to 11.30 p.m. These 
and other chores keep her occupied till 7.30 pm. Then it's back 
home to unwind and get ready for another day. 








communications between senior management and 
employees lower down the hierarchy. Its compensation 
structure is also very competitive, and is driven by 
the principles of market and internal parity, perform- 
ance, role, experience and tenure. 

There are, however, some crucial—even critical 
areas that need attention. On an average, promotions 
take a painfully long time (7.5 years). The company 
needs to look into this aspect of its HR architecture ASAP. 
And employees feel career counselling at the com- 
pany could do with some improvement. But for these, 





REVENUES: Rs 1,645.6 cr (2004) 
PROFITS: Rs 96.8 cr (2004) 


5,935 (India), 7,500 (total) 
18.59 
4.73 years (India) 
Rs 2.13/ 2.5 cr 
140,000 hours (India) 


it may have been ranked even higher than it has 
Subrahmaniam: *We are revamping our ment 
programme to ensure the large number of new entrants 
have a clear growth path and plans." 

"Fresh graduates undergo intensive training and get 
promoted every two to three years and become fully re 
sponsible for delivery after gaining about eight years of 
experience. We also have a fast-track programme 
where leaders are identified early and promoted faster.’ 

If it can act on these, there’s every chance of Covansys 
improving its ranking in the years to come. ш 





Indira Gandhi National Open University 


Maidan Garhi, New Delhi-110068 


Admission Notice to MBA (Banking & Finance) Programme - January 2006 


The MBA (Banking & Finance) Programme, specifically designed for Bankers, is offered through countrywide Study Centres of IGNOU, developed collaboratively by 
School of Management Studies, IGNOU and the Indian Institute of Banking & Finance (IIBF), Mumbai, the Programme uses standard IGNOU multi-mec ji 









technology aided delivery systems. The University announces admissions to the MBA (Banking & Finance) Programme for the session starting from January. : 
ELIGIBILITY FOR ADMISSION 


In order to seek admission to this Programme, a candidate should: (a) be a graduate of a recognized University, (b) have passed the CAIIB examinations of the India 
of Banking & Finance, Mumbai and acquired the requisite qualification/credentials thereof by the Institute, (c) have been working in the Banking or Financial Services sector 
for a period of at least two years and (d) be a member of the Indian Institute of Banking & Finance, Mumbai 


‘Student Handbook & Prospectus' can be obtained from Registrar, SR&E Division, IGNOU, Maidan Garhi, New Delhi - 110068 or from IGNOU Regional Centres whos: | 
addresses are given below, in person on payment of Rs. 300/- (Rupees Three Hundred only) in cash or through post by sending an IPO/Demand Draft of Rs. 350/- (Rupee: 
Three Hundred fifty only) drawn in favour of IGNOU payable at the city from where the Prospectus is requested. Please write your name and address on the reverse of the 
DD/IPO and send your requestto the concerned IGNOU Office. 

Last Date: 


To receive the request for supply of Student Handbook by post: 
Submission of filled-in forms at the concerned Regional Centre: 


06.11.2005 
30.11.2005 


Addresses of Regional Centres:(1) Rahul Chambers, H.No. 3-5-909, Himayat Nagar, Main Road, Hyderabad-500029 (2) Navagiri Road, 1st Bye-Lane, Chandmari, Guwahati 
781003. (3) Biscomaun Tower, West Gandhi Maidan, Patna-800001 (4) 52, Tughlakabad Institutional Area, Near Batra Hospital, New Delhi-110 062. (5) Opp. Nirma insit. of 
Sarkhej-Gandhi Nagar Highway, Chharodi, Ahmedabad-382481 (6) Old Govt. College Campus, Railway Station Road, Karnal-132001 (7) Rain Basera Building, Khalir 
171002 (8)N.S.S.S. Kalyana Kendra, No. 293, 39th Cross, 8th Block, Jayanagar, Bangalore-560082 (9) Kaloor, Cochin-682017 (10) Sanchi Complex, Opp. Board of S 
Shivaji Nagar, Bhopal-462016 (11) 1st Floor MSFC Building, 270, Senapati Bapat Road, Pune-411016 (12) Sunny Lodge, Nongthyammai, Nong Shilliang, Shillong 14 (1 
Institutional Area, Bhubaneshwar-751013 (14) 70/80, Sector-7, Patel Nagar, Mansarovar, Jaipur-302020 (15) С.1.Т. Campus, Taramani, Chennai-600113 (16) B-1/33, Sect- Agar 
Lucknow-226024 (17) Bikash Bhawan, 4th Floor, North Block, Bidhan Nagar, Kolkata-700091 (18) Gandhi Smriti & Darshan Samiti, Rajghat, New Delhi-110002 (19) SPMR College ot 
Commerce, Canal Road, Jammu-180001 (20) Mantoo House, Raj Bagh, Near Masjid Al-Farooq, Sri Nagar-190008 (21) 6-A, Municipal Road, Dehradun-248 
(22) 457/A, Ashok Nagar, Ranchi-834002 (Jharkhand) (23) Gairigaon, Tadong, Gangtok, Sikkim-737102 (24) Homhill Complex, 'C' Sector (Near Central Sch.) Nahartagun. Itanagar 
791110 (25) ASHA JINA Complex, North AOC, Imphal, Manipur-795001 (26) Lal Buaia Building, M.G. Road, Khatla, (Near Central YMA Office), Aizwal, Mizoram-73600! (27) MBE 
College Compound, Р.О. Agartala College, Agartala, Tripura-799004 (28) NH.39, Opp. Dzuvuru (Mhon Khola) I.O.C. Kohima, Nagaland-797001 (29) T! Building, Виери { 


Ludhiana) Khanna-141401 (30) Rest House and EM Office Hall, Sector-1, Shankar Nagar, Raipur (Chhattisgarh). ; 
Regist SR&E 
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There's no hierarchy: HDFC Bank's Puri (front) believes happy employees translate into happy customers 


The Fairy Tale Spins On 


Once upon a time there were a handful of happy employees. 
Today, at HDFC Bank, there are close to 12,000. ANAND ADHIKARI 


E'S ONE OF INDIA'S MOST RESPECTED BANK 
CEOs, yet Aditya Puri doesn't fit snugly 
into an archetypal banker's double-breasted 
suit. The 55-year-old chief of the country's 
second largest private sector bank isn't a 
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great one for networking, favouring an evening stroll 
down Mumbai’s Worli Sea Face to a sundowner in a 
room packed with card-exchanging honchos. If you’re 
trying to reach Puri to invite him for a corporate 
shindig, don’t bother attempting to dig out his cellphone 


SNAP 


REVENUES: Rs 2,429.27 cr 
PROFITS: Rs 665.60 cr 


11,777 
18 


Junior Management: 1.7 years 
Middle Management: 4.5 years 
Senior Management: 7.3 

Rs 2.8 cr 


72,800/ 162,024 





number—he doesn’t own one, which is difficult 
to imagine in the 24x7 universe of financial markets. 
That Puri is a chartered accountant and not a man- 
agement graduate from one of the fancier B-schools 
might perhaps explain his uncharacteristic approach. 

The atypical banker avatar, however, ends once 
Puri steps into the bank headquarters in the heart of 
Mumbai’s mill district. Over the past decade— 
HDFC Bank began operations in January 1995, with 
Puri at the helm—the Managing Director has pulled 
out all stops to weave the bank’s business philoso- 
phy carefully around four core values: Operational 
excellence, customer focus, product leadership and 
people. “There is consistency in the bank’s policies. 
Every employee clearly knows where the bank is 
headed,” says Sharad Bishnor, vp (Operations) who 
had left the bank for a brief period to join Zensar 
Technologies, only to join back in August 2004. 

Since start-up, HDFC Bank has grown from half- 
a-dozen employees into a mammoth family of 
11,777 people, who are driving the business by 
over 25-30 per cent annually. “We add 400 people 
every month to meet the growing business 
requirements,” reveals Mandeep Maitra, Head HRD 
at HDFC Bank. At the same time, there is an army of 
executives growing along with India’s fastest-grow- 
ing bank; that’s evident in the average employee age, 
which has moved up from 23 at inception to 27 
years today. 

In its 10th year, the bank clocked a total income 
of Rs 2,429.27 crore, net profits of Rs 665.60 
crore and reserve surpluses of Rs 4,209.97 crore. Yet 
size doesn’t matter much here. Many state-owned 
banks are much bigger, and what sets apart HDFC 
Bank from other banks is “culture, people and the 
rewards based on performance”, sums up Rajanish 
Prabhu, vr (Credit Cards). 

Interestingly, HDFC Bank is also one place where 





Gamm BAPAT MARG ISN'T THE BEST CORPORAT 

visit if you're one of Mumbai's 6.5 million suburba 

train commuters. The closest station is Lower Parel the 
Western Railway), from where S.B. Marg is a go 1: 
minute walk away. It isn't exactly a stroll in the park f 
with the footpaths dirty and the roads too narrow. As 

one of the many outmoded mills and step into the « 

the sprawling all-blue glass HDFC Bank House, everything 
changes spectacularly. | walk across a spacious lobt ter 
into a 1,088-kg unmanned lift, and on the sixth floor ! meet 
Mandeep Maitra, the HR Head of HDFC Bank. Blame th 
walk, but | decide to begin with not the most delicate of open 


ers. Mergers must be painful for employees, | prod, referring 
to the six-year-old merger of Times Bank into HDFC Bank 
“Merging balance sheets doesn't take time at all, but it 

the same when people are involved," she explains, recollecting 
those days in 1999 when 600-odd Times Bank employees 


were absorbed into HDFC Bank. 

Maitra today heads a strong 40-member HR team, and 
doubtless one of their biggest successes has been the Kar 
Sifaarish programme, an employee referral syster he 
introduces me to Ayaskant Sarangi, Senior Manager (Crecit & 
Risk), who shifted from ICICI Bank when his buddy Sumit 
Kakkar pulled him in. Maitra's favourite line to motivate 
new recruits is a killer. “I tell everybody, ‘please look into t! 
eyes of top management. | think you will see a dream called 
HDFC Bank and you will see passion in their eyes'." If that 
doesn't work, tell me what else can. 
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POWERS", the most advanced 64-bit processor in 
the world. Available on IBM Unix and Linux servers. 
POWER can also be found on the Blue Gene project 
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INTERVIEW/ 





RU FROM AN INTERVIEW WITH ADITYA PURI, 
naging Director, HDFC Bank. 


In a service-oriented organisation like yours, is it the employee 
who comes first or is it the customer? 

If I don't have a happy employee, I will never have a 
happy customer. Clearly, the reason for our existence 
is providing service to a customer. So the customer is 
bound to come first and that's what the organisation 
believes in. But we also have to make sure that employee 
interest is also taken care of. 


So how do you ensure that the employees' interest is taken 
care of? 

The vibrancy of the organisation depends upon the 
commitment and enthusiasm of the entire workforce in 
a company. Our values are customer and people focus. 
The ethics are so deeply embedded that anybody even 
discussing the non-ethical stuff at any level with any 
employee is unlikely to get a very pleasant response. We 
also have various levels of communication with the 
employees. I do video conferencing all over the region 
twice a week to get the message across to as many peo- 
ple. We have a very flat reporting structure and anybody 
can approach the higher ups. It is also my own personal 
goal to make sure that every employee should feel 
part of the organisation as well as the success. 


Are you comfortable with an 18 per cent attrition rate? 

At the key middle and top level, we have hardly had any 
attrition. However, we have to live with this problem 
at the entry level. If India is going to grow at over 8 per 


the best buddies work together. The bank runs a suc- 
cessful employee referral scheme, which encourages 
employees to recommend friends and, in the process, 
earn incentives. *Our employees' referrals are 30 per 
cent. That means I have some very happy people, 
otherwise nobody would call their friends to (work in 
a place of) misery," quips Puri. Today, 15 per cent of 
his employees are fresh out of college and in a world 
where every B-school graduate today wants to be an MD 
in three-five years, the bank has indeed succeeded in 
keeping the attrition level low at 18 per cent (the 
norm in the banking industry is 20-25 per cent). 
Quarterly incentives to salespeople, concessional hous- 
ing loans and sponsored courses—such as one from IIM- 
Ahmedabad tailor-made for mid-level employees— 
go a long way in keeping employees content. Employee 
stock option schemes, which cover 95 per cent of the 
workforce, also do their bit for retention. The blurring 
of hierarchical lines also helps keep employees at ease. 
For instance, as Maitra points out: *One-and-a-half 
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cent, there is going to be a tremendous demand for peo- 
ple with experience. In fact, people should get used to 
15-25 per cent attrition rate at one-two year experience 
level in the industry. I think it should be acceptable. 


years back, the bank started an upward feedback pro- 
gramme, which allowed subordinates to rate their 
bosses. Adds Prabhu: “The top management's down-to- 
earth approach makes them accessible to everybody.” 

Right from the start, HDFC Bank’s mission has been 
to provide service levels one typically associates with the 
savvy foreign banks at an affordable price, the target cus- 
tomer groups being the middle- and lower-middle 
class. For instance, a minimum account balance of 
Rs 2,500 (as against the standard Rs 5,000) is offered 
in semi-urban and under-banked areas. Today, HDFC 
Bank’s customers interact with the bank in a variety of 
ways—via 531-odd branches in 228 cities, 1,147 
ATMs, and net banking as well mobile banking for 
the upwardly mobile customers. If HDFC Bank has 
emerged a preferred choice for 80 lakh customers—as 
well as 1.85 lakh shareholders—it's got plenty to do 
with the employees’ state of mind. As Puri puts it: “If 
I don't have a happy employee, I will never have a 
happy customer." ш 
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MindTree's Soota (right): When it comes to keeping employees happy, a shared meal and a smile can go a long 


A Closely Knit Workplace 


MindTree Consulting takes special care to make its employ: 
feel at home. That's why it's on this list. RAHUL sACHITANAND 


reason. The 10-person start-up of yesterday 
morphed into one of the most recognisable na 
industry. But that's not why MindTree is 


I'S JUST SEVEN YEARS OLD, AND IS ALREADY AMONG 
the most preferred employers in the country. r1 
services company MindTree Consulting had 
come in at ¥ 11 on our 2003 list, but didn't quite here primarily because it has managed to retai 


make it last year. Now, it's back, and with good acter of a small, closely-knit organisation 
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= who want to escape the ordinary. To unleash your SUITINGS 
nation choose from our wide range of designer tweed, 
Scotia tweed and English tweed 








It's baby's day out: In a special initiative 
mothers have their workstations at the 
crèche, so they can mind their babies too 


SNAPSHOT 


REVENUES: Rs 247.5 cr 
Total employees: 2,800 


PROFITS: Not available 


Attrition (per cent): 12 

Average career tenure: 5 years 
Training budget (actual): Rs 1.12 cr 
Training man-hours (actual): 96,000 







growing pr- 
ofile. Still a 
comparative 
midget with 
just $55 mil- 
lion (Rs 247.5 
crore) in revenues, 
MindTree has man- 
aged to hold its own 
among 400 pound gorillas, keeping attrition levels 
well below industry averages and becoming a much 
sought after employer for fresh grads and experi- 
enced pros alike. 

“We try and retain the same values we started off 
with," says Ashok Soota, Chairman & Managing 
Director, MindTree Consulting. The company's 
values are reflected at different levels in different 
ways—like when Soota, a former Vice Chairman of 
Wipro, tells an exhausted techie to take time off and 
get some shut-eye; when busloads of MindTree 
Minds (that's what the company calls its employees) 
spend their Saturdays at old age homes; and moth- 
ers’ workstations are moved to the company's 
créche, in a programme called Baby's Day Out, so 
that they can manage their kids while carrying on 
with the work at hand. 

The result? MindTree has an overall attrition 
of just 12 per cent and just 1 per cent at the senior 
management level, compared to the industry average 
of 20 per cent and 10 per cent, respectively. "We 
want to make MindTree a great place to work in," 
Soota says, “and that begins right from the day we 
hire people. Our Arboretum Initiative gives new 
recruits time to settle into our culture; we don't 
like rushing them into live projects." The Arboretum 
is a programme which assimilates new Minds into the 
MindTree culture. 

Soota and MindTree coo Subroto Bagchi closely 
monitor the people function at MindTree (the latter is 
also the global People Head of the company) and 
employees see them as accessible sounding boards. 
*Soota's door is always open, even for the junior- 
most employee in the organisation," says Anshuman 
Singh, a senior IT consultant at the company who 
quit TCS to join the then fledgling MindTree six years 
ago. And salary is no longer the most important metric 
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ASHUTOSH SINGH, 


DA 31, Senior Consultant 


IN THE LIFE OF ee Соо 


Де SINGH'S DAY BEGINS AT THE CANTEEN. AFTER А QUICK 
cup of coffee, it's down to work; Singh ploughs into a load Ы 
of e-mails and goes into small group discussions with his team 
at The Pub, a bright blue informal meeting enclosure modelled 
on Bangalore’s numerous watering holes. It's more of the 
same over the next couple of hours; then it's time for 
lunch, followed by more work. At 4.45 p.m. he's helping 
a colleague who's stuck on a particularly difficult algorithm. 
This stretches to 6.00 pm. It's Friday evening and an air of 
informality extends over the campus; movie plans are be- 
ing finalised even as project deadlines are being put in place 
for next week. Then it's pubs (the real ones) ahoy! 












The day begins 
for Singh with 
several interac- 
tions, one of them 
being this session 
with the innova- 
tion community 
at MindTree 


Lx 
It's lunchtime for 
Singh, and 
obviously there's 
much to smile 
about 


Business analyst 
Anand N. (seated) 
gets some help 
from the expert 
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INDTREE CMD ASHOK SOOTA joy to work. The other thing that ap- 

poke to Business Today's _ peals to our employees is that we are 
Rahul Sachitanand. Excerpts: among the fastest growing compa- 

nies, and expect to cross $100 mil- 
MNCs and large Indian companies are lion (Rs 450 crore) in revenues in six 
aggressively hiring in India. How will you years (of existence). That’s someth- 
ring fence MindTree from their assault? ing few of our contemporaries have 
Around 60 per cent of MindTree's managed. I also try to give a personal 
employees are lateral hires, many of touch by making it a point to perso- 
them on the basis of peer referrals; so nally address new inductees myself. 
techies can work with their friends We have also reinvented a dated con- 
here. But despite this, we have to cept like the company crèche, where 
admit that MNCs are a threat to working mothers can keep an eye 
Indian companies. Not all our оп their kids while at work. These, 
employees have the same career and initiatives like a company carni- 
goals; some may aspire to more man- val, help us retain our employees. 
agement-oriented roles, while others 
may wish to remain techies. We try You've entered the acquisitions game 
and accomodate all of them. And — (MindTree recently acquired two small 
I'm happy to say that we haven't IT services companies Linc Software 
really lost any significant numbers of and ASAP Solutions). How difficult is 
people to the competition. it to integrate people from different 
work cultures? organisations face. The challenge 

How have you managed to keep attrition As MindTree continues on its fast- lies in finding synergies and chal- 
rates so low? growth path, it will encounter the lenging roles for senior employees of 


We have created a place where it’s a 


employees like Singh consider when they decide to 
make a long-term commitment to the company. “As we 
are a VC-funded company, we face certain constraints 
on this front. So, we have to offer other incentives to 
make MindTree a preferred employer in the increas- 
ingly competitive market,” says Puneet Jetli, General 
Manager, People Function, at the company. How? 
By promoting, on an average, a third of its employees 
every year. And, by offering lucrative stock options. 
Soota admits that going public is very much on the radar 
of the privately held company. 

MindTree also encourages employees to make 
cross-functional shifts, and the firm’s Competency to 
Culture (C20) initiative has senior company execs guid- 
ing greenhorns on the best possible career choices. 
Besides, Mindtree’s leadership courses are often 
attended by 25-year-olds who’ve been marked out 
for future leadership roles. 

Like many of its other people initiatives, 
MindTree’s mentoring programme, too, is innova- 
tive. It has tied up with Nalanda, an organisation 
that focusses on bringing slum kids face-to-face with 
their corporate benefactors. “Nurturing people is a top 
priority," says Jetli. Given that quality engineers are a 
scarce resource (the operative word here is quality, not 
engineers), Soota, Bagchi and Jetli are not afraid to 


142 BUSINESS TODAY NOVEMBER 20 2005 


same people issues that large the acquired company. 


experiment in their quest to keep their employees 
“joyous”. There are at least 25 voluntary communities 
thriving within MindTree that are involved in pursuits 
ranging from writing Java code to spirituality to long- 
distance trekking. The company also organises a 
Carnival in February every year where employees 
and their extended families can unwind; Symfonia is 
a birthday celebration for MindTree Minds; and 
Healthy Body in a Healthy Mind is run by Soota 
himself. “You can’t wait for a problem to crop up and 
then try and solve it; today’s employees want a much 
more proactive approach,” Jetli says. This means 
individual units have separate HR arms—MindTree has 
one for IT services and another for R&D—to cater to 
specific requirements of individual employees. 

Despite this, there is clearly some room for 
improvement. Though employees perceive the com- 
pany’s culture to be a strong binding force, they feel 
the need for more career counselling and an 
improvement in the compensation and benefits pack- 
ages on offer. The top Minds are aware of this. “We 
are simplifying our procedures and practices. The 
goal: become even more employee-friendly,” says 
Jetli. As a company that is rapidly adding to its num- 
bers, MindTree will have to keep raising the bar in 
order to remain a preferred employer. Ш 
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Because he thinks. Indian R&D can deliver (yawn!). Because oe 





he believes the Indian market is a very important one - 
for Cisco, in the future, and, even now (what?), And - 
hecause of an outsider called Rangu Salgame (who. 


R. SUKUMAR 


«e БЕР AN EYE ON THIS GUY,” SAYS JOHN Т. 
Chambers, President and CEO, Cisco, toone 
of his aides, pointing to Rangu Salgame, 
President (South. Asia); Cisco Systems: 
“Не? going to go places." That remark 
may have been meant for the benefit of this writer— 
American CEOs are notoriously media-savvy—and 
then, it may not have been. In a time-paradox of the 
sort that would have made Philip K. Dick rub his 
hands in anticipation of more confusion to come, 
Salgame, who signed. on with the company in late 
2003, is the beginning of Cisco's Indian Odyssey that 
actually began with a $200-million (Rs 940-crore at the 
then exchange rate) investment in 2001, an invest- 
ment that has since grown to around $700 million 
(Rs 3,150 crore at today's exchange rate) by some 
estimates. It is a start that has culminated in the com- 
pany's decision to invest $1.16 billion in India over the 
next three years, arguably the single largest foreign in- 
vestment in Ir in the country, and, cumulatively, with 
the $700 million, a number that dwarfs the investment 
of multinational companies in capital-intensive 
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for us.” 
“Indian brainpower”, “Indian talent” and. “Indian 


businesses. General Electric is a case in point; during his 


visit to India in May this year, its СЕО Jeff Immeltleton —— e 


that the company had invested $600 million in India 
over the years. So, what does Cisco see in India? - 

In one word: a market. “India,” a refrain popular 
among visiting CEOs goes, "is a great resource base 
And then they launch into paeans about 


R&D”. Chambers, now into his 11th year as СЕО, 
believes that too, which is why $750 million of the 
$1.16 million will go into investments in R&D. He is also - 
bullish enough on the Indian market—bullish to an 
extent that rules out any posturing—to. have ear- 
marked $100 million (Rs 450 crore) of the total for 
investments in marketing infrastructure. That amount 
may look insignificant to lay readers, but as a senior 
executive in an Indian IT firm puts | it, “$100 million in 
marketing? What are they going to do, sell soap?” 
The point being that Cisco’s products do not require as 
much marketing-spend (or anywhere close) as fast 
moving consumer goods such as soaps. 

Companies, strangely enough, d and CEOs are бшу 
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involved restructuring the company; from being a com- 
pany structured according to geographies, Cisco Systems 
India became one structured according to business (or 
customers) and functions. At another, it involved pitch- 
ing HQ a business plan that required the company to 
recreate in India, the same business ecosystem it had in 
the Us (R&D, sales and marketing, vc and leasing). 
The change seems to have worked: Cisco doesn’t 
publish country-specific numbers, but according to 





to the point of reception where it is put together 
again). What Cisco does is to simply handle the tasks of 
breaking up the data, finding the optimal route for it, 
and putting it together again. So, if customers in Kerala 
can withdraw money from a mobile ATM on a boat (as 
they indeed can), it is because of Cisco. And if M&M 
now operates with one unified rr network connecting 
its seven factories, corporate HQ and regional marketing 
offices (as opposed to the two discrete ones it used to 





Dataquest magazine, which compiles a list of the 20 
largest IT companies in India (local and multinational, 


services and products), Cisco India’s revenues have 


jumped from Rs 1,268 crore in 2002-03 to Rs 2,703 


crore in 2004-05; and a company that grew by a mere 


` 15 per cent in 2002-03, grew by 46 per cent a year over 

“othe next two. “Cisco has been able to grow as a com- 
`. pany, and grow the market as a whole in the past few 
' years,” says Sanjay Nayak, СЕО and Managing Director, 
Tejas Networks, an optical networking company. 
“When someone boasts gross (profit) margins of 67 per 
cent, it is enviable.” In 2004-05, for instance, Cisco 
bagged the biggest Metro Ethernet (anyone who works 
in an office with a local area network, shares data 
through an architecture called an Ethernet; a Metro 
Ethernet essentially does this over larger distances, 
typically across a metropolitan area, and is the ideal 
network for a telco that is seeing the volume of its data 
traffic outstripping that of its voice traffic) order in India, 
worth Rs 500 crore from VSNL. More recently, State 
Bank of India placed the largest order Cisco has ever 
received (anywhere in the world) for Integrated Services 
Routers. As Dataquest points out, Cisco’s market 
shares in routers and switches in 2004-05 were an 
impressive 84 per cent and 70 per cent, respectively. 
That’s a bit. 


Technology 101 

In many ways Cisco is the internet company. The 
essence of the internet is information sharing, something 
that became possible largely due to the advent of 
something called Internet Protocol (1р). Rather than 
transmitting information as bits (requiring a continuous 
link between the points of transmission and recep- 
tion), iP transmits it as parcels (it effectively breaks it up 
into parcels, each parcel finds a different, optimal way 
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work with), it is because of Cisco. These transactions 
happen over the private internet, which is much much 
larger than the public internet (or the www) that 
everyone associates the term internet with, Indian 
laws, for instance, allow voi (Voice over Internet 
Protocol) telephony within the country on such private 
data networks and Cisco also makes i» phones that sit 
at the terminals of such networks. By some estimates 
Cisco controls (for want of a better word) 70 per cent 
of the internet (not just the public internet). As Tejas’ 
Nayak puts it, “No one got fired for buying Cisco.” 

The future of networks is IP, and as an analyst at 
Gartner, a global rr consulting firm, points out, “While 
its competitors (Avaya, Nortel, Alcatel, NEC) do a mix 
of P and поп-р enabled switching equipment, Cisco is 
only into 1p-enabled equipment.” Business Process - 
Outsourcing firms, especially those focussed on voice, 
rely heavily on iP-based Private Branch Exchanges (the 
term just means that these telephone exchanges are 
owned by the company in question, not a telco), and the 
analyst adds that “Cisco is expected to do very well in 
this segment.” Then there is its reach, some 100 cities 
and towns, across India, an “entry barrier” as Salgame 
describes it, for potential competitors. 

There’s no denying that Cisco is the 800-pound go- 
rilla of the networking space. When a new technology 
that it hasn't worked on emerges and looks like be- 
coming even marginally popular in the market, Cisco 
simply acquires the firm in question. "I use acquisitions 
as a way to move into new markets," says Chambers, 
adding that the company, famed for its pace of acqui- 
sition and integration, is back to making 15-20 ac- 
quisitions a year after catching its breath for a year or 
two in between (see After The Bust). Its size and aggres- 
siveness gives Cisco the kind of depth in its offerings that 
few competitors can match (there is no one company that 


goes head-to-head with Cisco across all its offerings). Then, INTERVIEW/JOHN CHAMBERS 


Cisco’s size doesn’t faze technology hotshop Juniper, which 

claims that what it lacks in terms of breadth of offerings, it makes “ 

up through depth, especially in the area it has chosen to focus INDIA HAS 

on, traffic processing, “Customers choose Juniper when they pre- 

fer best-in-class networking and network security solutions EXCEEDED MY 
rather than a something-for-everybody approach,” says Java 

Giridhar, Country Manager (India & SAARC), Juniper Networks. EXPECT, ATIONS” 

A Strategic Play You were here in early 2001, and you are back 
There is a way Cisco sees the world, and the way it sees the fu- now. Lots of CEOs of large global companies have Y 
ture, and there is another way its competitors see the world come to India in this period, and more continue to. 

and its future. The company believes there is sense in making One thing most of them say is, “India is still not up 

an integrated play across various components of what it sees there as a market for us, but it is a great resource 

as the emerging intelligent network. base." | know that Cisco has got big plans for 

From being a pure routers and switches company, Cisco R&D, but | can also sense that Cisco believes that 
has grown into a switches, routers, security, wireless, IP te- India is a big market, a big market that can grow, 
lephony, storage area networking and optical networking com- but also a big market that is already here... 
pany. “Our competitors made a mistake of thinking of this as I think India as a market has arrived and 
an individual market; we think they come together,” says arrived over the last two years 
Chambers. The company also believes the future of all aggressively. It is like most 
networks (including telecommunication ones that markets in transition; by 
have traditionally been circuit-based) is 1P, and its de- 2 the time it becomes ob- 
sire to impose this world-view on the telecom sec- vious to everyone, it 
tor, where it has some strong rivals, is one rea- is too late to move. 
son why the rumour about the company’s ac- You have got to 
quisition-play for Finnish mobile telecom identify marketing 
equipment and telephones giant Nokia refuses to trends, We made 
go away (Cisco has consistently denied this). our decision to 
“There is a grey area in telecom where the rr net- put our re- 
work guys (read: Cisco) are trying to take over, and sources and to 
the telecom network guys (read: Nokia, Ericsson) are bet on India as a 
pushing back,” says Sunil Mittal, Chairman, Bharti market, as well 
Tele-Ventures, India’s largest mobile telephony company. \ as a resource 
And an executive at a telecom equipment maker points out centre, as well 
that companies such as Nokia and Ericsson could “push ^ as a business 
back” by simply acquiring a competitor of Cisco's. Juniper and 
Ericsson already have an OEM arrangement where some of 
Ericsson's high-end offerings for mobile telcos are built on a 
Juniper platform. 

India is the second most-happening, if not the most 
happening telecom market in the world. And hidden 
in Cisco's $10 million investment in e-gover- 
nance initiatives is a laboratory it is setting 
up, along with state-owned telco Bharat 
Sanchar Nigam Limited for the devel- 
opment of Next Generation Networks. 4 
That’s just another small reason why 
Chambers is bullish on India. Then, 
as the man puts it, ^Every single per- 
son I met who was brilliant in the us 
was Indian,” including, back when 
he was growing up, “the doctors 
in West Virginia", 
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partner in 2001. I would not have made the commit- 
ment I did then, a $200-million commitment; | would 
not have made the changes in the leadership team 
over the past two years, if I didn't think the possibility 
of what we are announcing today (the $1.16-billion in- 
vestment) were there. India, as a market, has the po- 
tential to be our biggest market in Asia. It is very pos- 
sible that India could be bigger for us than China in as 
soon as two years, or as long as five years. 

The second element is, we believe that you cannot 
make independent decisions. We believe in an archi- 
tectural approach and what you are seeing us announce 
today is the most aggressive, the most complete across 
all functions of Cisco commitments we have made to 
any country, including the us, and if this plays out 
the way I think it will, India will be the only country 
other than the us to have the breadth and depth (of 
Cisco’s operations). 

While it (India) is very important as a market, it is 
a market that is driving our technology direction, it is 
a market that is driving our services strategy direc- 
tion, it is a market that is driving our customer support 
direction, a market that has the potential to drive our 
R&D direction, and a market where we will work 







towards common goals, even look creatively at man- 
ufacturing. Many people forget that we were among the 
first companies to drive outsourcing in manufacturing 
and we encourage our outsourced partners to go into 
some countries. 


So, are you going to encourage your manufacturing partners— 
many of them are here in one form or another—to make 
routers and switches out of India? 
When you look at the future of a country, it is four 
corner stones that make it go: education system, 
infrastructure, broadband, but also things like trans- 
portation logistics, environment of innovation and 
a supportive government. India has the potential to 
skip a generation in infrastructure build. It has the 
potential—it has one of the better education systems 
in the world today turning out a huge number of en- 
gineers and can move even faster—to really strate- 
gically partner. 

That might be the important difference versus any 
other country in the world. India thinks of partnering 
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“INDIA HAS THE POTENTIAL TO BE OUR BIGGEST MARKET 
IN ASIA. IT IS VERY POSSIBLE THAT IT COULD BE 
BIGGER THAN CHINA IN TWO-FIVE YEARS” 





and winning together. Some other countries think of 
partnering and then really taking that market from 
you. You need the balance of a win-win for large com- 
panies to be comfortable about outsourcing in India. 1 
think India has done a remarkable job over the last five 
years, but particularly over the last two, in terms of po- 
sitioning. 

At the request of the government, we are looking at 
manufacturing, not at a transactional level, but to see 
how we can do here what we have done at other 
countries; that will start at the transactional level, and 
to say here’s where you must improve on logistics 
and transportation and here’s what you must do with 
component manufacturers and if you do that, per- 
haps we will perhaps lead well beyond the initial step. 
When you talk to business leaders, people say the #1 
reason we go to India is innovation and the #2 is talent. 
I would argue that of equal importance is the willing- 
ness to truly partner in a win-win. You see that with in- 
dividual systems integrators here; you see it with the 
service providers; you see it with the financial institu- 
tions; you see it with the government. 


The last time we met, in early 2001, Cisco was coming 






off a great year. It had 
been, briefly, for some 
time in 2000, the most 
valuable company in the 
world (in terms of market 
capitalisation; Chambers 
laughs at this point and 
says that they no longer 
talk about that within the company). Some were calling 
it the model organisation for the 21st century. Others 
were Calling it the company of the future. And then the 
internet bubble burst... 

Га say тт as a whole went through a period of boom, 
and then went through a bust. 


.. and things didn't really go very well for Cisco then. 
What did you tell yourself at that point in time? 

During the 1990s I got to know Jack Welch well, and 
we continued the relationship through the 2000s and 
after he retired. I have learnt a lot from GE over the 
years and Jack is a good friend. He said to me in the 


AFTER THE BUST 


Fe SOMETIME IN 2000, CISCO WAS THE MOST v 
company in the world. Sometime in M: 

year, the company was valued at $555.4 bill 

the same day, Microsoft was valued at $541.6 

Circa November 2005, Cisco's market capitalis 

is around $125 billion. The stock itself is down 

its peak of the low-80s to the high-teens. ТЇ 

John T. Chambers points out, Císco hasn't suffer 
much as the competition (it ended FY 2005, on Juh 
30, 2005, with $24.8 billion, Rs 1,11,600 crore 
revenues, and $5.7 billion in profits; the correspondi 
figures for 2001 are $22.29 billion and а loss 
just over $1 billion). In effect, the company's ma: 
capitalisation is down (to more rational levels), its sa 
are up marginally, and it has turned around smartly 
In many ways 2000 and 2001 were watershed years 
for a company that seemed immune to the forces o 
gravity (and the market unlike its larger rivals, Nortel 
and Lucent Technologies). 

The company, founded by Stanford University's 
Sandra Lerner and Leonard Bosack, in the mid 19805 
(Cisco is short for San Francisco) has always beer an 
IP-focussed one (see main text for a better picture of 
what IP is), It grew through the 80s and 1990s, 
first using its money-clout to buy companies with 
promising products, then slowly betting on start-ups 
and acquiring them even before they launched prod- 
ucts. The internet boom was the company's golden 
period (revenues soared to $22.3 billion in 2001). 
When the bust happened, as Chambers admits, the 
company took some time to recognise it. The t 
around, which was complete by November 2 
(the company's results for the August-October quarte 
of 2003-04 showed net profits of $1.1 billion or 
sales of $5.1 billion) was achieved largely on th 
strengths of old-fashioned cost-cutting, inventory n 
agement and an emphasis on efficiencies (and some 
layoffs). 

















HE AUDITORIUM OF THE 
| National Centre for Perfor- 
ming Arts (NCPA) in south 
Mumbai is often host to theatrical 
. productions that range from the 
traditional to the experimental. In 
August, the hall was the venue for 
what you would normally assume 
. to be an event completely bereft 
of comedy, tragedy, history or ex- 
periment—the annual general meet- 
ing (AGM) of the Indian Banks’ 
Association (IBA). Also present at 
the AGM, along with the assorted 
head honchos of India’s premier 
banks, was Finance Minister P. 
Chidambaram. Not totally unpre- 
dictably, the theatrical environs of 
the AGM setting prevailed over the 
lack of a dramatic air at the AGM, 
prompting the FM to hark back to a 
bit of Shakespearean melodrama. 
Picking out a couplet from Henry 
VI, Part I, Chidambaram thun- 
dered: "|enorance i is the curse of . 
God; Knowledge is the wing 
wherewith we fly to heaven.” Even 
as the front rows packed with by- . 
now baffled bank CEOs pondered 
the provocation for this rather cryp- 
tic tempest, the minister duly set. 
out to rephrase the good bard of 


- Avon: “Inaction is the curse of 


God; action is the wing wherewith 

we fly to heaven." | 
It may have been a rather dras- 

tic method of conveying a pithy 


With non-food 
credit growing at 
two times the rate 
of deposits, 
fuelled by 
burgeoning 
demand for 
housing and 
personal loans, 
banks are 
scrambling to beef 
up their capital 
base. 


ANAND ADHIKARI 


message to the banking commu- 
nity, but it seems to have worked 
well enough. For, the industry is 
indeed in action mode, at least on 
the capital-raising front. Consider: 
ICICI Bank is expected to hit the us 
and domestic markets in December 
with a mega-issue of Rs 7,000 
crore—the largest ever equity of- 
fering, second only to ONGC’s 
10,000 crore offer last year. Other 
banks too have hopped on the cap- 


| ital-raising wagon: Kotak Bank plans 
.. to raise a little over Rs 300 crore, 
"Union Bank of India will mobilise 


Rs 600 crore, and Bank of Baroda 
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has plans to mop up Rs 1,600 crore. 
The list is long (see It's Raining 
Equity Offerings), with most of 
these banks taking the plunge in a 
bid to raise their tier-I equity capital 
(banks’ capital comprises two tiers, 
tier I and tier П. Tier I is the core 
capital consisting of equity capital, 
reserves and surpluses, while tier 
II refers to debt capital). 

Even without Chidambaram's 
exhortations, bank CEOs would 
have had their compulsions for 
rushing to the markets, the biggest 
one being the lag between bank 
deposits and banks' non-food 
credit: Whilst the former grew by 
15 per cent in 2005, non-food 
credit was up by twice that figure. 
How do bankers explain this phe- 
nomenon? “We have seen people 
reallocating their savings between fi- 
nancial and physical assets like 
housing, vehicles etc.," reasons 
Chanda Kochhar, Executive 
Director at ICICI Bank. С.У. 
Nageswara Rao, CEO (Commercial 
Banking), 1рві Ltd, explains that a 
part of household savings is grad- 
ually moving into capital markets, 
mutual funds and high-yielding 
post office deposits. 

To top it, many banks' exist- 
ing capital has been severely hit in 
the past by the reversal in the in- 
terest rate cycle. This resulted in 
massive losses in the treasury books 
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Chanda Kochhar/ Executive Director/ ICICI Bank 
"People are reallocating their savings between financial and 
physical instruments like housing, vehicles, etc.” 


K. Cherian Varghese/ CMD/ Union Bank of India 
“Banks are resorting to disposing of the surplus G-s 
in exchange for cash to meet the growing credit 


of some of the banks, leading to 


RUNAWAY CREDIT GROWTH 


erosion of capital. Rajesh Mokashi, 
Executive Director at ratings agency 
Care Ltd, believes that any upward 
movement in interest rates on the 
back of inflationary pressure will 
continue to impact the tier-I capital 
of banks since many banks are still 
holding G-Secs under the sale cat- 
egory. Points out K. Cherian 
Varghese, CMD, Union Bank of 
India: *Banks are resorting to dis- 
posing of the surplus G-sec stock in 
exchange for cash to meet the 
growing credit demand." RBI sta- 
tistics bear this out. In a recent re- 
port, the apex bank observes: *The 
banks' G-Sec holdings have fallen 
below 36 per cent in September 
2005 from a high of 40 per cent a 
year ago, but still is above the 25 
per cent statutory requirement." 
If commercial banks today need 
dollops of capital, it's also because 
credit growth is expected to remain 
healthy in future, with aggressive 
demand coming from housing, real 
estate and personal 
"Corporate lending is also gradually 
picking up,” adds A.K. Khandelwal, 
CMD of Bank of Baroda. According 


loans. 


Parameter 2004 
Amount 
(Rs crore) 
Time Deposits _1,94,004 
Non Food Credit 1,79,586 
Source: RBI data 
to the Central Statistical 


Organisation, GDP is pegged at 8.1 
per cent for the first quarter of 
2005-06 and the RBI's assessment is 
for improved growth prospects for 
the rest of the year. 

Apart from meeting the credit 
demand from industry, banks will 
have to prepare themselves to 
smoothly migrate to the Basel II 
regime in the next one and a half 
years. As per these norms, Indian 
banks will have to make provisions 
for additional capital requirement to 
cover operational as well as market 
risk. Chidambaram has already gone 
on record saying post-Basel II the 
banking sector may see a net de- 
pletion of 200 basis points in capital 
adequacy. Currently, all banks have 
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IT’S RAINING EQUITY 
OFFERINGS 


Banks are attempting to imp 
capital adequacy ratios 





UT ae Capit 

Offering” 

ү Же Ratio 
ICICI Bank 7,000 12.04 
Bank of Baroda 1,600 11.99 
Union Bank 600 12 
Federal Bank 350 11.98 
Kotak Bank 300 12.52 
South Indian 150 9.71 
Bank 
Andhra Bank 85 12.45 
* Estimates based on annout 


otak 


ik Mahindra Bank 
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Kotak Bank (Managing Director 
Uday Kotak seen in picture) intends 
to raise Rs 300 crore from its IPO 


to maintain a minimum capital ad- 
equacy ratio of 9 per cent, meaning 
a bank has to bring in Rs 9 from its 
capital for every Rs 100 extended as 
loan. The twin effect of credit 
growth and Basel II is sending every 
commercial bank to Bond Street to 
raise subordinated debt issues that 
qualify for tier-II capital. But there 
is a limit to which banks can raise 
tier-II capital as the maximum 
amount is restricted to 50 per cent 
of the tier-I capital. 

Even as India's premier banks 
storm the equity markets for tier- 
I capital and the debt markets for 
the second tier, there are some 
banks that are unfortunately not 
placed that well to join the party. 
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In the case of public sector banks 
like Dena Bank, Bank of India 
and Andhra Bank, an equity di- 
lution would result in govern- 
ment holding slipping below the 
51 per cent threshold limit. For 
example, the government hold- 
ing in Dena Bank is currently at 
51.19 per cent, which prevents 
the bank from raising equity or 
subordinate debt. 

Of course, there are those lucky 
few that don’t feel the need to raise 
any capital. Not yet, anyway. “Why 
raise equity? Barring the investment 
fluctuation reserve, our entire cap- 
ital is tier-I. We might look at rais- 
ing tier-II capital next year,” says 
V.K. Chopra, CMD, Corporation 
Bank. The newly-christened IDBI 
Ltd too doesn't require capital as it 
has a comfortable capital adequacy 
of over 15 per cent. But these are by 
far the exceptions and for most 
Indian banks, equity seems to be 
the only option to raise more capi- 
tal and meet the Basel II norms. In 
fact, the RBI too is trying to tem- 
porarily solve the capital adequacy 
issue, by allowing the investment 
fluctuation reserve (IFR, a reserve 
that a bank is required to create to 
cushion itself against interest rate 
fluctuations that could affect its in- 
vestment portfolios) to be treated as 
a part of tier-I capital. 

Bankers are also eagerly await- 
ing action on the FM's Union 


ds 
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Budget 2005-06 proposal of all- 
owing banks to issue preference 
shares without voting rights. Cur- 
rently, this policy is awaiting par- 
liamentary approval. If this prop- 
osal comes through, banks with 
low government shareholding (bet- 
ween 51 and 60 per cent) can raise 
capital without diluting the gov- 
ernment stake. 

In the meantime, rating agency 
Care Ltd has mooted a unique ‘gold 
share’ concept, which carries veto 
rights on major decisions. “The gov- 
ernment could relinquish majority 
ownership in the PSU banks, but can 
still retain requisite control over 
it," explains Mokashi of Care Ltd. 
In fact, the golden share has been 
used extensively in privatisations 
in Malaysia, Singapore, Britain and 
numerous other countries. 

For the time being, though, the 
capital market as well as overseas 
borrowings are the two wide av- 
enues open for banks. But it re- 
mains to be seen how long this tap 
remains open in the light of rising 
interest rates globally and a dwin- 
dling domestic capital market. Then 
again, as long as those windows are 
open, banks shouldn't be wasting 
too much time worrying about the 
longer term. The FM could well 
have added another quote from 
Henry VI in his speech at the IBA 
AGM. “Defer no time, delays have 
dangerous ends.” ш 


Prof. Hayagreeva Rao 
Protessor of Organisational Bet 


Prof. Bala V Balachandran . 
Professor of Accounting & Information Systems & Decision Sciences n 
Kellogg School of Management M 
vs - r. N.R, Narayana Murth 
Programme Director - AMP-2006 hairman & Chief Me eri r hen a у " 


Advanced Management Programme - 2006 
January 8-14, 2006 at the Golden Palms Hotel & Spa. Ban alore 


All India Management Association answers the how's and why's of ‘Strategic Profitability Management - Through 
Sustained Customer Orientation' at its Advanced Management Programme - 2006. A team of three Management 
Gurus Prof. Bala V Balachandran of Kellogg School of Management, Prof. Seenu V Srinivasan and Prof. Hayagreeva 
Rao both from Stanford University will conduct the Programme. 


The Programme will provide a focussed approach to manage profitability strategically through sustained customer 
orientation. This Programme is designed to provide not only the insights, approaches and methodology to deliver 
customer value with a strategic perspective but also focus on the implementation to sustain the same. 








Programme Highlights 

* The learning will be driven through a combination of Class Room Lectures, Small Group Working, Case Discussions 
Presentations and Application Exercises. 

* A day @ Infosys to interact with Chairman and Chief Mentor Mr. N.R. Narayana Murthy and his top management team 

* Special lectures by Indian corporate leaders. 


Programme Fee: Rs. 2,50,000 per individua! 
for Indian participants / USD 6,000 per individua! 
for foreign participants 
(Includes boarding & lodging) 


[s 
BUILDING MANAGERIAL EXCELLENCE Participants will be awarded a Certificate signed by 
ALL INDIA MANAGEMENT ASSOCIATION ate eso Er ы 








For more details, contact: 
Ms. Sujita Khemka, Manager-AMP, All India Management Association, Management House, 
14 Institutional Area, Lodhi Road, New Delhi-110003 Tel: 24635544 (D), 24617354/55 Extn. 230; 


Fax: 24626689 E-mail: amp @ aima-ind.org Website: www.aima-ind.org 
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RITWIK MUKHERJEE 


ў HE APPOINTMENT WAS FOR 2 P.M. IT'S PAST 4 
p.m; we’ve been waiting for two hours, but 
there’s still no sign of Santanu Ghosh or 
Tathagata Dutta, co-promoters of the Xenitis 


Group. The receptionist at the group's plush - 


new office in central Kolkata apologises for the umpteenth 
time. “They’re both extremely busy,” she repeats somewhat 
sheepishly. It's another 30 minutes before we're finally ush- 
ered into Ghosh's 400 sq. ft paperless office. "Extremely 
sorry, but we are really pressed for time these days," 
says Ghosh, Chairman, Xenitis Group. 

That's understandable; the two co-promoters, both in 
their mid-30s, have their plates full. The five-year-old 
Xenitis Group, which created the sub-10K segment in the 
personal computer (PC) market, is already one of the 
largest volume players in the country. Its brands: Aamar PC 


in the east, Aamchi РС in the west, Aapna PC in the north _ 


and Namma РС in the south. Turnover has grown from 
Rs 7 crore in 2000-01 to Rs 178 crore in 2004-05; the 
company clocked sales of Rs 230 crore in the first half of 
the current fiscal ended September 30, 2005, and looks set 
to achieve its target of ending the year with a turnover of 


Rs 500 crore. “We hope to grow our topline to Rs 1,000. 


crore by the end of 2006-07," says Ghosh. 


Recently, Xenitis set up a Rs 200-crore state-of-the-art 
components manufacturing unit at Chinsurah, in West 


Bengal, in technical collaboration with Unitek Computer 
Company of China. Xenitis will manufacture computer 
cases, SMPS (switch mode power supply) units, media 
chips, peripherals like keyboards, mice, CD-ROM and CD-DVD 
drives, speakers and home theatres at this facility. This will 
enable it to expand its capacity from 2.4 lakh pcs a year to 
at least 4.20 lakh pcs a year. The funds for this project have 
come from internal accruals and bank loans, says Ghosh. 
Incidentally, Xenitis makes more than just cheap com- 
puters. Its product range includes higher range PCs, laptops, 
servers and media centres as well (see The Xenitis Range). 
“Our endeavour is to take India's Ir hardware industry to 
the world. Our goal is to make PCs as common as televi- 
sions and capture a major chunk of this incremental mar- 
ket. That means targeting retail customers, SMEs, larger cor- 
porates and educational institutions," he adds. 













They have already travelled part of the way to 
their target. “I think Xenitis’ range of Amar PCs (and 
regional variations of the brand) has played a big role 
in improving PC penetration in the country. But its acid 
test will lie in receiving repeat orders or orders through 
referrals from existing clients,” says Sanjay De, Director, 
JGD Technovision Pvt. Ltd, one of the leading dealers of 
multi-brand rcs in the country. 

Cut to five years ago. That was when Ghosh and 
Dutta, who are childhood friends, quit their jobs as 
Team Leader, IBM (East), and Channel Manager, HCL, 
respectively, and founded Xenitis. Their exposure to the 
world of pcs—they had worked in market leaders 
such as Digital, Compaq, Godrej Pacific and Hct—had 
opened their eyes to a potential 
gold mine: they realised that they VITAL 
could bundle open source software 
with cheap hardware from China 
and Taiwan to offer reliable 
branded pcs. The initial invest- 
ment: Rs 25 lakh, their combined 
life savings. *From the very 
beginning, our focus has never 
wavered," says Ghosh. 

Xenitis now manufactures 
everything apart from hard discs 
and CPUs at its own plant. It makes 
it own cabinets, keyboards, power 
supply units, mice and speakers 
there; and will soon start manu- 
facturing monitors, motherboards, 
memories, floppy drives and cp 
drives in-house as well. Laptops, 
servers and media centres are also 
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18 Turnover 5$ Profit 


STATISTICS 


Turnover and profit for the six 
months ended September 30, 
2005, were Rs 230 crore and 
Rs 40 crore, respectively. 
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The volume players: (From L to R) Xenitis MD T. Dutta, Xenitis Infotech CEO D.N. Nair and Group Chairman S. Gh 


round the corner. Export orders are pouring in from 
Africa, Dubai, Bangladesh and Nepal and these now 
account for 10 per cent of sales. 

Having established a significant footprint in the ix 
segment, the duo is now looking ahead. *This is the right 
time to reboot,” says Ghosh. On the anvil is a two- 
wheeler venture. “There is a large demand-supply gap in 
motorcycles; and we feel we can replicate our PC success 
in this segment by playing the price card,” he adds. 

Xenitis has already tied up with China’s Guangzhou 
Motors Group for a Rs 200-crore two-wheeler man 
ufacturing facility, also at Chinsurah. Work on putting 
up lines for assembling semi-knocked down (SKD) and 
completely knocked down (CKD) kits imported from its 
collaborator is on in full swing at its 
30-acre factory there and the 
motorcycle is expected to hit the 
roads in March 2006. The brand 
name: Xoom. The variants: two 
apiece in the 100cc, 125cc and 
150cc segments. The price: sub 
Rs 30K. Says Ghosh: *We want 
to retain the X-factor of Xenitis.” 

Ghosh and Dutta are aiming 
high. They plan to start with 30,000 
units per month; double this to 
60,000 units within six months of 
operation, and, then, ramp up out 
put to one lakh motorcycles per 
month in two years. The agreement 
with Guangzhou Motors also 
envisages the setting up of an engine 
manufacturing unit in the country 
Dutta, who is Managing Director of 
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the company, however, adds that it’s 
too early to talk about manufacturing 
engines in India. “This will come 
only a few years later,” he says. The 
Chinese company has a technical 
collaboration with Honda Motors A 


RANGE 


of Japan for its engine manufacturing 
facility at Guangzhou in China. 
Won't this lead to a conflict of 
interest with Honda's existing 
operations in the country? “No,” 
says Ghosh, *Guangzhou's agree- 
ment with Honda permits such 
collaborations." 

D-Day is less than six months 
away. The Xenitis brass is burning 
the midnight oil strategising with 
leading consultants like 
PricewaterhouseCoopers and KPMG, 
putting in place dealer and service 
networks across the country, and 
convincing ancillary units to set up 
units near its plant at Chinsurah in 
Hooghly district. Ghosh declines 
to name any of the players he is 
talking to. “They’re all big players in 
this sector, but we can’t reveal 
names till we finalise our arrange- 
ments with them,” he says. 

“The two-wheeler business in 
the country is growing at 35 per 
cent per annum. Four major brands 
command 90-95 per cent of the 
market. Our target is to take a 5 
per cent share from each; that way 
we can start with a 20 per cent mar- 
ket share,” says Ghosh, adding: 
“Don’t think that’s a tall order. Our 
greatest achievement in the PC sector 
has been to force every other player 
to cut prices. We will do exactly 
the same with two-wheelers.” 

Brave words. They could even 
make it to the long list of famous 
last words. The road ahead promises 
to be bumpy. Two-wheelers are a very different ball 
game from PCs. It’s one thing to import computer parts 
at cut rates from China and Taiwan and assemble cheap 
computers in India. It’s quite another to put in place an 
eco-system that supports a large two-wheeler operation. 
“Since they will import CKD and SKD units, getting started 
may not pose too much of a problem. But capturing 
market share with a lesser-known Chinese two-wheeler 
brand will be no mean a task as several globally est- 
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ablished brands are freely available in 
the country. The entire business 
model rests on the price advantage. 
But it remains to be seen whether 
there is at all a big market for low- 
end two-wheelers in India," says an 
industry analyst. And that's not 
counting the obvious problem of 
taking on entrenched players like 
Hero Honda, Honda Motors, Bajaj 
Auto and Tvs, all of whom have 
much deeper pockets than Ghosh 
and Dutta. The duo is aware of these 
issues and so, is trying to plug these 
holes with the help of MNC consult- 
ants and business advisors. The Bajaj 
Auto and Hero Honda spokesper- 
sons declined to comment when BT 
sought their opinions on the 
impending entry of Xenitis into their 
home turf. 

There is also a growing concern 
that Xenitis is spreading itself too 
thin. The two-wheeler project is 
coming up at a time when its PC 
business is in aggressive expansion 
mode and the group has also taken 
up a major media venture (read: a 
24-hour Bengali news and enter- 
tainment channel, a vernacular daily 
and a special interest magazine). The 
group is pumping in Rs 80 crore 
into its media foray. “We are ex- 
tremely upbeat about this and have 
hired the best brains in the indus- 
try," says Dutta. The duo is setting up 
a new company to execute the media 
project, with Suman Chattopadhyay, 
former Executive Producer, Star 
Ananda, as the third promoter. There 
are whispers that the channel is being 
financed by a cartel of coal traders, 
but Ghosh and Dutta brush these 
aside. “All the money is coming from 
internal accruals and from bank 
loans. We're aiming high because we believe that if you 
have to do something, then you should do it in a big way 
and do it in style," says Ghosh. 

Xenitis is the archetypal small company that's 
dreaming big. So far, it's stuck to its knitting, ridden its 
luck and managed to come out on top. Now it has ven- 
tured into unrelated fields, strewn with the carcasses of 
other adventurers. Whether it can stay on its growth 
curve will be interesting to watch. 8 
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William Clay Ford, Jr. 


Chairman & CEO/ Ford Motor Company 





N THE FOUR YEARS THAT 

William Clay Ford, Jr. has 

been the CEO of Ford Motor 

Company, things haven’t 

panned out exactly as 
planned. The Detroit major is con- 
tinuing to lose share in its biggest 
market, the us, and investors have 
been shocked by the losses the 
company announced this third qua- 
rter. Part of the losses is due to the 
staggering pension and healthcare 
costs that Ford (like General Motors) 
has to bear, adding an estimated 
$1,400 (Rs 63,000) per car. But 
Ford, who self-admittedly never 
wanted to be the cEO of the 


“We Make 


company his great-grandfather 
founded, has put in play a restruc- 
turing programme that promises to 
make the auto giant more competi- 
tive and profitable. In India recently 
to launch the Fiesta, Ford, who’s 
begun starring in company ads, 
spoke to BT's R. Sridharan on the is- 
sues facing the company. Excerpts: 


You have been at Ford as a CEO for four 
years now and this is your first visit to 
India. Obviously Fiesta is the big reason 
why you are here. But is there more to it? 
I met with your Prime Minister ear- 
lier today, and I think clearly India 
is important in the global 





automotive world. It 
dramatically and you kı 
specific reason, as yo 
out, is the Fiesta. But th 
my last visit to India by 


In India, Ford already does a whole lot 
more than just make cars. You have 
an IT back-office, but | was wondering 
if you are going to do any high-end 
work like what GM is doing... de: 
igning diesel engines for new mode 
Well, we have no annoi 


today, but clearly we've 


I 


success with the IT and 
operations that we send 
With the innovative cay 


get Relig 


i 


exists here and with tl 
base that is built up her 
a big reach to consid 
more work here. 


| 


Globally, there is a trend toward 
small cars. Even in the US people 
are beginning to stop buying SUVs and 
looking at smaller cars. India, of 
course, has always been a small-car 
market. How do you think Ford is 
placed to handle this kind of a shift iv 
the market place? 

You almost have to an 

two different ways, bec 
mentioned the us. What 

ered a small car in the Us 

a big car in India. So, it’s 

apples to apples at all. | 

of the us for a minute 


come to India. In the 
very well positioned b 
saw this trend happe: 
years ago. We certainly « 
anticipate the hurrican 
gasoline up quite so quicl 


we sat around thinking, 











absolutely clear that 
resources in the futur 
become more dear, and in 
of constrained natura 
we needed to make our 
cycle plan respond to tl 
So what we've got 
now very much does respo 
We are launching three 1 
cars in the us right now 





“India’s growing: 
dramatically. 


SHOME BASU 





sitting here. You may have heard 
that I’ve announced a ten-fold inc- 
rease to our hybrid commitment, 
and we are launching about 
250,000 ethanol vehicles next year. 
I feel in the Us we are very well po- 
sitioned to take advantage (of this 
shift). In India, which is a small 
car market, we have chosen to par- 
ticipate in ways where we can cre- 
ate segments. And I think you have 
seen that in the vehicles that we 
have launched in India, and we'll 
do so again with the Fiesta and 
that's really been our approach 
and that will continue to be our ap- 
proach in future. 


Four years ago when you became 
the CEO there were great expectations 
of you. You said that by mid-decade 
you would bring the automotive busi- 
ness to profitability—something that 
hasn't happened. How would you 
rate your own performance during 
the last four years? 

When I took over, we were losing 
about $5.6 billion (Rs 26,880 crore 
then) and today we've been prof- 
itable every year since I took over. 
Today, our net income is just under 
$2 billion (Rs 9,000 crore) and we 
would obviously be profitable this 
year again as a corporation. We do 
have our problems with the us au- 
tomobile business, and we are in 
the process of fixing that. This year 
has been a real struggle as we have 
had to deal with record commodity 
prices, a weak dollar and, what's 
been written about so much, the 
legacy cost issue, both the pension 
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and the healthcare. Particularly the 
healthcare issue has really swamped 
us this year. Nonetheless, unlike 
some of our competitors, we are 
profitable as a corporation. 


But it is your financial services business 
and not the automobile business that 
makes money. 

Exactly. Again you need to segment 
the automobile business. We make 
money everywhere in the world, 
except the US. Brandwise, except 
Jaguar, all our brands are profitable 
and regionally we are profitable 
everywhere, except the us. We do 
have a US issue and we are in the 
process of addressing that. 


Some of the factors that you mentioned 
were not specific to Ford but applicable 
to the whole industry. Yet, companies 
like Toyota and Nissan are growing in 
the US. The ailment seems to be spe- 
cific to Ford and General Motors. 
Well, simply because we are hun- 
dred years old and we built up an 
infrastructure that's hundred years 
old, including our retiree structure, 
which was dependent upon com- 
pany-provided healthcare and pen- 
sions. Our competitors have none of 
that. Yeah, all our competitors are 
dealing with oil prices and steel 
prices, but nobody is dealing with 
not only the embedded cost in terms 
of healthcare and pensions, but also 
brick-and-mortar infrastructure that 
we built up over a hundred years. 
With today's flexible manufacturing, 
we don't need that kind of installed 
capacity any longer. 


This won't 
m 
to India" 


last visit 


Our competitiors that you men- 
tioned have the luxury of either 
shipping directly into our coun- 
try—which many of them do—or 
building new facilities with a very 
young workforce that doesn't have 
any of the retiree, healthcare or 
pension costs. What we are doing 
is addressing that. You know it's 
painful because you are taking a 
hundred-year-old company and 
you need to radically restructure it 
to exist in today's truly global en- 
vironment and we are in the 
process of doing it. It is a painful 
process and unfortunately it 
touches many many people, but it 
has to be done and we are in the 
process of getting it done. 


In such a scenario, would Ford be able 
to leverage India's low-cost manufac- 
turing advantage in any significant way? 
Potentially, but there are a lot of fac- 
tors that play into it. Obviously, 
shipping costs are an issue, and if 
you look at the supply base, it's not 
just about cost; it's about quality 
and partnership, and it's about tech- 
nology. One of the things we have 
just done is announced a restruc- 
turing of our supply company 
(Visteon) and it's not just a cost 
equation, it is really about which 
suppliers do we partner with in the 
long term and, therefore, do we 
have confidence in their ability to 
deliver us high quality, the latest 
technology and partner with us up- 
front as we go through the design 
phase for our vehicles. India cer- 
tainly can play a role in that. There 





is no reason why it can’t, but it is 
not just a price equation. 


What do you make of Delphi's bank- 
ruptcy? What does it forebode for the 
US automotive industry? Are there any 
regulatory changes that the industry 
needs to compete successfully? 

Clearly, the Delphi bankruptcy sig- 
nals that the whole supply base in 
the us is very fragile, but it's too 
early to say politically what ramifi- 
cations it will have, but I think it’s 
fair to say that there certainly will be 
some. And there has not yet been a 
national dialogue on competitive 
manufacturing in the US, but if the 
Delphi bankruptcy does not spur 
that, then I don't know what will. 


When you talk of innovation, do you 
think Ford will be in a position to 
innovate to bring to a market like India 
a car that meets emission norms, safety 
standards and yet be small and cheap 
enough for the mass market? 

That's something we want to do, 
and we can and are working on. 
When you innovate, there's an up- 
front cost like (in the case of) hy- 
brids, and over time as you get into 
second and third generation of any 
new technology, you would expect 
the cost to come down and in fact, 
we do expect the cost of hybrids to 
come down. But initially when you 
introduce it, there is a cost that has 
to be borne partly by us and partly 
by the customer. That is why India 
may not be the recipient of the first 


generation of new technology of 
some of these things. At least, not 
today. In the future, there is no 
question it could be (a recipient). 


Ford was the company that really in- 
vented mass manufacturing. Do you 
think you can still come up with new 
revolutions that will change the indus- 
try paradigm in some ways? 

Well, you know that's a tough act to 
follow. But yes I do absolutely, be- 
cause everything I just mentioned in 
terms of innovation, it will set us 
apart. And it's not that others can't 
do it. It is just that we want to be 
more ingenious about the way we 
do it and bring it to market. It does- 
n't mean we have to invent every- 
thing. We didn't invent the car, we 
didn't invent the assembly line. We 
just figured out a way to (build the 
car) in a mass market way that then 
was available to the average per- 
son. When I speak of innovation, 
people often think it means inven- 
tion. It can be an invention, but it 
doesn't have to be. It can mean a 
more clever application of some- 
body else's invention. 


Going by what you say, a lot seems 
to be happening at Ford. So why 
aren't investors excited about the 
company? Your stock is still close 
to the 52-week low... 

Because they haven't seen...because 
of the general environment around. 
We mentioned Delphi. You know 
that shook our whole country. And 


“We need to 
radical 


exist in tod г9 
environ 


re to 


they haven’t seen the results of our 
restructuring yet. I think there's 
very much a wait-and-see attitude. 


When do you think some significant 
results will be available for all to 
see? How much more time would 
you give Ford? 

Well, we are launching three new 
vehicles that are important to us, 
and we expect those to do well. 
Again, we are talking Us, because the 
rest of the world (for Ford) is doing 
very well and is very healthy. Our 
market shares are growing outside 
of the us, our financial results are 


good outside of the us. 


If you ever lost your job at Ford, do you 
think you would be able to find re-em- 
ployment in Hollywood as an actor? 
(Laughs). Well, I am in ту ads right 
now. I just shot some new ads for us 
in the us. They just started running 
this week, but I am not sure they are 
Hollywood material. No, | think if 
I were to ever leave Ford Motor 
Company, I will probably devote 
myself to some sort of humanitarian 
effort. I have been very lucky in 
my life, Гуе been given a lot and, 
therefore, I feel it's incumbent upon 
me to give back and I keep trying to 
do that in my current job with Ford 
Motor Company and also in my 
private life, and try and instill that in 
my children. So, I suspect that if I 
ever didn't do this, | would proba- 
bly devote my time seeking ways 
to help other people. m 
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RBI's Reddy: Weak rupee good for 
exports, but what about imports? 


HE INTER-LINKED GLOBAL 
| economy is sometimes a zero 
sum game. Peter’s loss is 
Paul’s gain; so when us Federal 
Reserve boss Alan Greenspan 
sneezes, RBI Governor Y.V. Reddy 
catches a cold. Here’s how: the 
value of the rupee has been falling 
for sometime now. On October 18, 
it hit an 11-month low of Rs 45.14 
per dollar. The trigger: trade data 
showing India’s deficit in September 
ballooning to $3.19 billion (Rs 
14,355 crore) from $2.16 billion 
(Rs 9,720 crore) a year earlier. 
Yet, the dramatic fall in the 


Zero Sum Game 


RBI is letting the rupee fall in order to shore up India’s 


export competitiveness. 


currency, especially over the last 
month, hasn’t created any ripples at 
all. Says Rajiv Kumar, Chief 
Economist at С: “A combination of 
benign interest rates and a weak 
rupee is good for the economy.” 
Official circles also believe that the 
fall is actually a “correction”. Just 
three years ago, the dollar was trad- 
ing at Rs 49, a consequence of the 
greenback falling against the euro 
and the yen. With the dollar appre- 
ciating against these currencies once 
more, the rupee had to weaken. 
This yawning trade gap could 
have been cushioned somewhat by 
higher inflows from Fils (foreign 
institutional investors) but that did 
not happen; in fact, they pulled out 
a net amount of $150 million (Rs 
675 crore) till October 20, in sharp 
contrast to the January-September 
period when they invested a net 
amount of $8.5 billion (Rs 38,250 
crore), equal to their purchases for 
all of 2004. The pullout is directly 
linked to the Federal Reserve raising 
interest rates from 1 per cent levels 
a year ago to 3.5 per cent now. 
Reddy’s running nose, however, 
is bringing great joy to exporters, 
especially to the booming informa- 
tion technology and ITES sectors, 
who had been hit by the appreciat- 
ing rupee over the preceding three 
years. Says Rafeeq Ahmed, former 


A Break From Strikes? | 


The amended Contract Labour Act could lead to rapid employment generation іп the country. 


T RHETORIC WAS ABRASIVE AND 
combative, but the fine print 
indicated an incipient dawn of rea- 
son. Following a crucial politburo 
meeting on October 25, CPI(M) 
General Secretary Prakash Karat 
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announced that his party “would 
consider allowing certain IT 
companies and BPOs to function 
undisrupted as they are linked to 
essential services”. However, in a 
crumb to the ideological dinosaurs 


president, Federation of Indian 
Exports Organisation: “It’s only 
fair as exporters have had to ab- 
sorb the losses from the appreciating 
rupee.” Adds Sachin Taneja, УР, 
Mecklai Financials, a foreign ex- 
change broker: “It seems the RBI is 
letting the rupee fall in order to 
shore up India’s export comp- 
etitiveness.” After all, Japan and 
China have raised this strategy of 
keeping their currency valuations 
low to an art form. 

However, importers, of which 
the government is the largest, will 
now be presented with higher tabs 
for goods purchased abroad. So, 
we're back to the zero sum game. 
But we'll deal with that in an- 
other story. 

ASHISH GUPTA 
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in his party, he has defended the 
right of employees in these sectors 
to form unions and carry out col- 
lective bargaining. 

This concession is critical to the 
future of the Indian economy. The 
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Red flag: Ог dawn of reason? 


Ministry of Labour is working on | 


amendments to the Contract Labour 
(Regulation and Abolition) Act, 
1970, to exempt sectors such as 
transport, construction and main- 
tenance, EOUs, SEZs, hospitals and 
the IT and ITES from its purview. 
Implication: once enacted, these 
sectors will be allowed to freely 
hire contract workers. Currently, 
some of these industries do employ 
contract workers, but the ministry 
has the power to prohibit such em- 
ployment through an official noti- 
fication. The government proposes 
to relinquish this right under the 
proposed amendment. An official 
note circulated by the Ministry of 
Labour says: *Despite the existence 
of the Contract Labour Act, the 
emerging reality in workplaces is in- 
creasing the use of contract labour. It 
is important that this reality be recog- 
nised and appropriate formalisation 
of this ground reality be made in 

the existing legal framework." 
Experts say the amendment will 
remove a major roadblock to rapid 
employment generation in the coun- 
try. But will the Marxists allow 
this? We can only pray for the best. 
ASHISH GUPTA 
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Quid Pro Ouo 
India is pulling out all stops to secure access to the 
West for its professionals. 


І GOVERNMENT IS GOING FULL STEAM AHEAD WITH SERVICE SECTOR 

negotiations at the World Trade Organization. “Our revised 
proposal is a bold and conditional offer,” says Nagesh Kumar, 
Director-General, Research and Information Systems for the Non- 
Aligned and Other Developing Countries, a government think tank. 
India has offered to open up a host of new sectors and sub sectors (see 
India’s Revised Offer On Services), provided the developed countries, 
especially the us and the EU, make 


INDIA’S REVISED OFFER ON SERVICES 
m Allow foreign architecture firms entry 
into India 
W Allow foreign firms entry into research and 
developmental activities 
@ Allow foreign firms entry into 
real-estate services 
Wi Business visitors and contractual service 
suppliers will be treated as professionals 
Commerce Minister Nath: WI Foreign firms allowed entry into 
He's made his move non-banking financial services 
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Kamal Nath at a meeting of the Ministerial Core Group on Services 
in Geneva in the second week of October, which was attended by 
mitments in a number of other sectors such as engineering and 
computer-related services, research and development services. 

On the issue of Mode IV, the revised offer includes all categories 
of natural persons such as intra-corporate transferees, business vis- 
revised offer is critical from India’s point of view as there is currently 
no differentiation between temporary movement of labour and 
immigration. Developed nations restrict the movement of profes- 
sionals by imposing strict, and often unnecessary, eligibility condi- 
tions for visa and work permit applications and by limiting the 
length of stay and conditions relating to transferability of employment. 
These restrictions raise the cost of entering these markets as service 
providers by eroding the cost advantage of Indian companies. 

government is now waiting to see what kind of counter-of- 
fers the West makes. 
ASHISH GUPTA 
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BREAKING | 


From a modest beginning 88 years ago with just 
one branch, the State Bank of Patiala has come a 
long way. Today it has nearly 1,100 outlets, over 
Rs 48,000 crore of business, the honour of being 
the first public-sector bank to network all its 
branches and many other firsts to boast of. 





The rich heritage of the State Bank of 
А Patiala (ssp) dates back to 1917—on 





of the erstwhile Patiala state. Then known 

as the ‘Patiala State Bank’, it was state- 
owned and was set up to foster the growth of agriculture, 
trade and industry. Its constitution, scope and operations un- 
derwent a sea change with the formation of the Patiala and 
East Punjab States Union (РЕРЅЏ) in 1948. It was then re- 
organised and brought under the control of the Reserve Bank 
of India (вв!) and was christened the Bank of Patiala. An- 
other major milestone in its history was the changeover to a 
subsidiary of the State Bank of India (sai) on April 1, 1960 
when it was renamed the State Bank of Patiala. Since then, 


BARRIERS 
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the bank has been playing an important role in the banking 1 
world. It added a golden chapter to its history by fully com- 
puterising all its branches on January 24, 2003; the first 
public-sector bank in the country to do so. It repeated his- 
tory in August 2005 by fully networking all its branches, 
again the first public-sector bank to do so. 











To continue our tradition of customer-focused approach 
for high growth and profitability, and be the most 
preferred bank in our core area of operation meeting the 
expectations of all stakeholders as a responsible» 
corporate citizen. 





he bank has a network of 758 branches and 63 

extension counters spread across 17 states and 
one Union Territory (ut). Of these, 282 (37.20 per cent) 
branches are located in rural areas, 208 (27.44 per cent) 
in semi urban, 1,181 (23.88 per cent) in urban 
areas and 87 (11.48 per cent) in metro areas. Out of 17 
districts in Punjab, it has lead bank responsibility in six 
districts, viz. Patiala, Sangrur, Bathinda, Mansa, Fatehgarh 
Sahib and Muktsar. 


Technology 


' he State Bank of Patiala’s achievements in the field of 
technology initiatives are not limited to 100 per cent 
computerisation of branch operations (it was the first pub- 
lic sector bank to do so in January 2003). Once again, it 
was the first public-sector bank to achieve 100 per cent 
networking of its branches and offices based on the 
centralised core banking solution, in August 2005. 

With the introduction of core banking, the customer can 
avail additional value-added services such as instant fund 
transfer, anywhere cash deposit up to Rs 20,000, any- 
where cheque collection/deposit facility, anywhere access 
of deposit account, etc. 

Some 277 ats of the bank are connected with the ssi 
ATM network—the largest атм network in the country— 
whereby customers can draw money from any of the State 
Bank Group Network's 6,000 ATMs located in about 1,800 
centres all over the country. 

There are plans in the pipeline to install around 100 
more ATMS during the current financial year (both on-site 
and off-site) at important locations, like tourist centres, 
educational institutions, religious places and hospitals. 

Internet banking has been introduced at two branches 


Minister P. Chidambaram, Chair 

e Bank Group A. K. Purwar and 

h Agarwal, State Bank of Patiala 
ati 


Finance 


of all branc 


the bank 





in Patiala 
through the bank's Internet banking services domain 
www.onlinesbp.com. There is also a plan to start finar 
cial transactions shortly through core banking solution 


initially for non-financial transaction 


Social commitments 


hile making giant leaps in technology and modern j 
sation, State Bank of Patiala continues to be aware 
of its social commitments. In the area of priority secto: 
lending, it has always surpassed the benchmarks stipu 
lated by the government. As on March 31, 2005, the j 
total advances to the priority sector were 46.18 per cent 1 
against the benchmark of 40 per cent. Around 18.85 pe: 
cent of its total credit was delivered to the agricultur: 
sector against the benchmark figure of 18 per cent 





Reaching out 


echnology is of little use until its effects show up in the 
form of enhanced customer satisfaction. With this in 
view, the bank has always made conscious efforts t 
ensure that its technological advancement is not limited | 
to mere numbers. 
Taking full advantage of possible technologica 
advancements, it has extended several value-added and 
customer-friendly services like single window service 
extended business hours, networked arms, telebanking 
Internet banking, remote login, electronic fund transfer 
and interactive kiosk. { 
To ensure maximisation of customer satisfaction 
besides the initiatives taken in the field of technology, the 
bank is laying special emphasis on redesigning its bank | 
ing processes. For this purpose, a full-fledged business 
process re-engineering (BPR) department has been estab 
lished at the head office. 
To improve the credit delivery mech 
anism and credit flow to various sectors, 
retail assets processing centres have 
been established at five centres, covering 
127 branches besides smal 
enterprises credit cells have been set ир I 
at three centres, covering 91 branches 
To give personalised attention to al 
customers and to help them in solving 
day-to-day problems, while transacting 
business at the branches, the concept of 
“Grahak Mitra” has been introduced at 
55 branches at five identified centres 
As a further step, relationship man- 
agers are being posted, initially at iden 
tified branches, to strengthen the cordial 
and mutually beneficial relationship of 
the bank with its valued clients in the "P' 








ane 
YOGESH AGARW. 


“Ours is a techno-savvy 
bank” 


The State Bank of Patiala has registered tremendous success 
from the very beginning, owing to innovative policies and 
programmes. Managing Director Yogesh Agarwal talks about 
the growth across years. Excerpts from the interview: 





Q: What are the different types of loan schemes offered by 
the bank and their details? 

A: There are several categories under which we give financial 
aid to our customers. We believe that no viable project should 
lack funds and ensure that loans are always granted. Our thrust 
areas for loan are agriculture, small-scale industries and 





personal section. Education loans—both for domestic and for- 
eign education—are our key focus area. As far as different cat- 
egories of loans are concerned, the bank has schemes for 
home loans, Gyan Jyoti (education loans), personal loans, 
loans for rent and for pensioners, consumer durable loans, car 
loans and loans against equitable mortgage of property. 

For agriculturists, the bank has schemes like the kisan card 
(crop loans granted to farmers who cultivate land), dairy (for 
rearing cows/buffaloes), tractor loans (for purchase of 
tractor/implements), horticulture (for raising orchards), 
apiculture (for raising honey bees), pisciculture/aquaculture 
(for fisheries/prawn farming) and agri clinic (for establishing 
agro centres/agri clinic) to name a few. Not only that, the 
bank has sponsored one regional rural bank (RRB)—Malwa 
Gramin Bank (McB)—with a network of 41 branches in three 
districts i.e. Patiala, Fatehgarh Sahib and Sangrur. The мбв 
was adjudged the best RRe in 2003-4 and presently, is 
one of best RRes of the country. Even the Finance Minister 
P Chidambaram made a special mention of this bank at a func- 








tion recently held in August 2005. 

The bank has also got loan schemes for weaker sections 
like the Swaranjayanti Gram Swarozgar Yojna that covers 
aspects of self-employment. Recognising the needs of our 
customers in personal banking segment, we have formulated 
a number of personal loan schemes. As a result, the advances 
under this segment increased to Rs 2,924 crore at the end.of 
March this year from Rs 2,387 crore at the end of March last 
year, showing a growth of Rs 537 crore (22.5 per cent). 


Q: You are the first Psu bank to achieve 100 per cent core 
banking in 758 branches. Can you comment on this? 

A: We are proud to be the first Psu bank to achieve complete 
computerisation of all branches. You can say ours is a tech 
savvy bank. For private-sector banks, computerisation is the 
norm, but for a public-sector bank to have centralised its 
networking is unusual. We are present today in the remotest 
of areas. For our remote branches, we are using alternate 
v-sAr technology. While formally inaugurating the complete 
networking of all branches recently, the Min- 
isterof Finance, Mr Chidambaram, remarked 
that see's networking of all its branches is an 
example of how every problem can have a so- 
lution. That generally, we only look at the 
problem, but don't think of its solution. SBP is 
an example in this direction. 


Q: What are your major assests and ' 
earnings? 

A: We are the most profitable bank among 
the si associate banks. As per the вв! guide- 
lines, a bank should have 18 per cent of ad- 
vances towards agriculture. But, our 
advances towards agriculture exceeded this 
and we had 18.85 per cent as on March 31 
this year. We are one of the seven banks in the country to have 
achieved this benchmark. 

On the assets and earnings front, about 53 per cent of our 
advances are for commercial segment, 7 per cent for ssi, 5 per 
cent for small business, 16 per cent for agriculture and 19 per 
cent for personal loans. Coming to the figures, there has been 
a 30 per cent growth for advances. For the period ending 
September this year, our deposits were Rs 30,000 crore and 
advances were Rs 18,500 crore, thus making the total to 
Rs 48,500 crore. 

In line with the national priorities and for the uplift of the 
downtrodden sections of the society, the bank lays emphasis 
on priority sector lending. For corporate and large advances, 
the commercial network—which consists of branches at 
Mumbai, Delhi, Chandigarh, Panipat, Jalandhar and Ludhi- 
ana, established to deal exclusively with high value 
clients—contributed a major share of the growth of commer, 
cial and institutional advances (C&I) segment which increased 
to Rs 8479.70 crore from Rs 7258.60 crore during the year. 





segment. Further, customer relations programmes are 
held at all levels, including branches, zonal offices and 
head office on specified dates. 


Diversification of services 


he retail segment continues to be the focus area for the 
bank. It offers customer-friendly and highly competitive 
retail segment products, especially tailored for different 
segments of the society. These coupled with simplified 
procedures, enhanced discretionary powers to functionaries 











eThe State Bank of Patiala is geared to adapting to new 
realities, and maintaining the tradition of excellence. 


е Іп the changing milieu, it believes the need of the hour 
is performance management, skill enhancement, spe- 
cialisation and people focus with an aggressive market 
orientation. 


e The bank's philosophy is always customer-centric. 


e It aggressively works on increasing customer acquisi- 
tion and retention. 


e It has redesigned its business processes to meet 
increasing customer expectations, cut costs and bring 


about a perceptible decrease in turnaround time in 
customer transactions. 


e The bank has taken up BPR initiatives in a big way. 


PERCENTAGE INCREASE IN BUSINESS /PROFIT 





at different levels and establishment of centralised process 
ing centres (at selected centres) ensure quick and easy credit 
delivery to the customers as per their need and convenience. 

In line with the changing customer needs and in 
keeping with the advancements in the field of banking, the 
bank has diversified its product and services range. 

As a member of the State Bank Group, the bank has 
always been one of the preferred banks for conduct of 
government business. In addition to the traditional govern- 
ment business, it has also been authorised now to collect 
service tax and central excise duty, at 25 of its branches 

Besides the regular banking business, the bank is also 
advancing in a big way in the field of cross-selling of 
permitted non-banking products. It is a corporate agent of 
sB! Mutual Fund, sei Card, spi Life and United India 
Insurance Company for marketing their products. 


к! 
eThe first public-sector bank to achieve 100 per cent 
computerisation of all branches (in 2003). 


@ The first public-sector bank to achieve networking of 
all its branches (in 2005). 


è Has access to approximately 6,000 arms of the State 
Bank Group network. 
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Community service 


x a responsible corporate citizen, the bank has been 
actively participating in socially meaningful activities. 
From arranging many socially useful activities like medical 
check-up camps, blood donation campaigns, literacy and fam- 
ily welfare camps, sponsoring needy but brilliant students to 
helping the institutions engaged in similar activities. Some of 
the services rendered by the bank to the society at large are 

e Adoption of an sos children's village. 

e Honouring the toppers of board examinations. 

e Establishing іт centres in selected government schools. 

e Donation of a bus to the Deaf & Dumb School run by the 
society for welfare of the handicapped. 

e Donation of a projector computer and a public address 
system to the community policing resource centre (Traffic 
Education Cell). 

e Donation of an X-ray machine with laser camera and a 
Appa Yag laser machine to trust managing hospitals extend- 
ing medical facilities to the poor. 


MD Yogesh Agarwal (left) gives awards to children 
of the SOS village adopted by the bank 
5] 


Customer is king 


Fo promoting better understanding between the customer 
and bank, the bank has formulated the Citizen Charter, 
which is available at every branch of the bank. It spells out 
the common practices to be followed, which all branches of 
the bank have to adhere to. 

The aim of the charter is to not only ensure that the 
customer receives courteous and prompt service, but to also 
educate him about the fair banking practices that should be 
followed to enjoy a sound, effective, prompt, and secure 
relationship with the bank. 

The bank їп consonance with its theme of ‘servicing the 
customers’ observes the Customer’s Day—it is observed on 
the 15th of every month (next working day, if the 15th is a 
holiday). The bank officials listen to the customer grievances 
here and try to solve them on-site. 

The bank also has the Customer Service Committee 








Net Worth 


1412.18 1730.85. 2044.38 





14.21 


Capital Adequacy Ratio 13.57 13.56 













Tier 2 





e Grahak Mitras 
e Drop boxes 

e Retail asset central processing centres 

e Small enterprise credit cells 

e Currency administration cells 

€ Outbound sales force 

e Multi-city cheques being introduced shortly 

e Anywhere banking—for 'P' segment customers 

e Any branch transaction (free of cost up to Rs 

20,000) ` 
è Deposit of cheque/cash at any branch 











€ Cross-selling is viewed as a strategic area for not only 
income generation but also for customer acquisition/ 
retention by providing 'one-stop shopping' to the 
customer. 


@ The bank's offerings include mutual funds, life 
insurance, non-life insurance and ssi credit cards. 






Meetings and Customer Relation Programmes in place, all 
directed towards making the customers satis- 
fied. All these measures are directed towards 
giving the customers an opportunity to meet the 

+ senior officials of the bank to highlight their 
grievances and give suggestions for further im- 
provement in the services. 

Customer is truly the king for sep not only in 
letter but also in spirit. The importance given to 
the customer is clearly evident in the philoso- 
phy, culture and action of the bank. While 
the vision statement of the bank envisages 
progress with "customer centric philosophy", 
its mission also centres around "customer 
focused approach". 

As such the customer continues to be the foucs of 

4 the banks vision, mission and routine. All policies and 
strategies are essentially woven with customer as the 
centre. "May | help you", the passive enquiry an- 








SBP Car Loans 


Se 





€ The bank was placed 5th bank in Asia amongst the 
top 300 Asian banks in terms of financial strength by 
The Asian Bankers journal, on the basis of perfor- 
mance in 2002-3. 

e Business Today-KPMG survey ranks the bank the 
1st among public-sector banks in India; 4th amongst 
all banks, including private and foreign banks, on the 
basis of performance in 2003-04. 











swering machines are not considered relevant 

any more and are being replaced by the | 

tive facilitators—Grahak Mitras. This nove 
cept, implemented at 55 branches of the bank 
highlights the concern of the bank for the 
tomer. Grahak Mitras are selected officials, posted 
atthe branches, whose sole responsibility is 
sure that no inconvenience whatsoever i 

to any customer. Not to be satisfied only b 
the bank has also posted relationship mar 
at selected branches ensure smooth and last 
lation of the valued customers with the bank 
The State Bank of Patiala has earned itself a 


of pride amongst the Indian banks and is truly progressing 
іп the banking industry in line with its vision of being a “pr 
gressive bank with customer centric philosophy bleni 


modernity with tradition". 











GRAPHICS BY PINAKL PAU 


O THE MARKET IS IN A 
correction mode. The. BSE 
Sensex is off by over 10 per 
cent from its recently scaled 


peak of 8,800. Analysts ` 


expect the index to consolidate 
between 7,600 and 7,800, before 
beginning to start the climb again. 

The correction is excellent news 
for the average investor. As the 
market takes time off, you can pick 
up your favourite stocks at afford- 
able prices, since they are all trading 
now below their all-time highs. For 
first-time investors, it's a perfect 
time to start creating a strong port- 
folio, while old hands can take this 
chance to churn their selection and 
get rid of all those laggards. 

BT spoke to Dalal Street's 


. shrewdest analysts to pick 20 stocks 


that can make up a dream portfolio 


READ THE NUMBERS 


Company 


В. Container Corp. of India 


Patel Engineering 


20 United Phosphorus 


*P-E multiple assumes annualised earnings 
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Net sales and PAT is for the quarter ended March 30, 2005 


today. The investment hori- 
zon is long-term, between two 
and five years. The risk 
appetite is moderate; we have 
taken only those stocks where 
the downside is low and the 
upside moderately high. All 
told, the portfolio we have picked 
will protect your capital and give 
you 25-35 per cent returns per 
annum—nothing to sneeze at. 
First, some broad tips. Don’t 
put all your money in one basket. 
Tejas Joshi, Head of Research at 
Mumbai-based Sushil Finance, has 
a formula: 40 per cent of your cap- 
ital should go to very liquid large- 
cap stocks like Infosys, Reliance 
Industries, Tata Steel, rrc and spi; 30 
per cent to the next tier in large-cap 
stocks like Container Corp., BHEL, 
Honeywell, Gokaldas Exports and 


Net Sales (Rs cr) PAT (Rs cr) P-E* 





1,048.47 54.29 


52.15 194 7 
Market cap, stock price, EPS is for Oct. 24, 2005 






The Perfect Portfolio 


for cherry picking. Let's help you select the 
really promising ones. sAHAD Р.У. 


Stocks To Die For 


These winning scrips can 
earn you up to 30 per cent 4 
per annum 


Cipla; 20 per cent should be in 
mid-cap stocks like Amtek India 
and Mawana Sugar, while 10 per 
cent goes to semi-liquid mid-caps or 
small-cap scrips. | 
The portfolio created here is a 
multi-cap one, with good picks from 
sectors where India has a long-term 


growth story to tell. Besides, the 


companies we have favoured are 


Stock Price (Rs) EPS (Rs) Market Cap (Rs cr) 





3,263.59 





—— 


those with an edge over their peers 


- in the same sector. For instance, 

we chose ITC over HLL in fast mov- 

ing consumer goods. “ITC is in direct 

. competition to HLL, and we prefer 
the former," says Shahina Muka- 


dam, Research Head at Inst Capital. 
It is a market leader in its tradi- 
tional businesses of cigarettes, hotels, 
paperboards, packaging and agri- 
exports, and is rapidly gaining mar- 


ket share in new businesses. like: - 


packaged foods, confectionery, 
branded apparel and greeting cards. 
In rr, Infosys is the best bet and a 
proxy for the sector. If you want a 
second pick, TCs is promising, as 
its valuation at 27x looks cheaper 
than the 30x of Infosys. *Over a 
period of time, I don't see any dif- 
ference between Infosys and TCs,” 
says Mukadam. An added bonus is 
that Tata Infotech is going to be 
merged into TCS. 

Pharma is another sector where 
India has a long-term competitive 
advantage. Here, we have stayed 
away from risky plays like Ranbaxy 
and Dr Reddy's and instead chosen 
Dishman Pharma (contract research 
and manufacturing company with 
good global presence) and Cipla 
(has the less riskier model of sup- 
plying to litigators rather than liti- 
gating itself). In textiles and gar- 
ments, the best plays today are 
Aarvee Denim (valued at only one- 
third of competitor Arvind Mills, 
while in two years it will come close 
to Arvind's capacity) and Gokaldas 
Exports (restrictions on Chinese 
garment exports will earn it orders 
and good prices). 

Finally, why. Tata Teleservices 
(Maharashtra) and not Bharti Tele- 
Ventures? Analysts view the latter as 
fairly valued while the former 
(which has a restructuring exercise 
and a consolidation with Tata 
Teleservices on the cards) is yet to 
unlock its value. So, over to you. 
Take a look at our perfect portfolio, 
and see if you can spin some great 


г returns out of it. 


IE Women In The Markets 


_ investing with as little as Rs 5,000. If exclusivity is what it takes to 


































Don't Lose Out On Capital Gains 


SURE, THERE'S NO ESCAPING TAXES, BUT YOU CAN PARK ANY LONG-TERM CAPITE 
you've.earned in the last six months from sale of property or j io 
capital gain bonds from financial institutions like NABARD, REC = 
NHB. Not only do you 
escape tax (Section 
-Б4ЕС), you also earn 
-a decent interest. The 
caveat: the proceeds 
have to be invested 
within six months of 
the sale, plus your 
funds are locked in for 
three years. And in 
that period, you cannot raise a loan or other encumbrance on the bonds. 
But for 5.5 per cent assured returns and tax savings, who's complaining? 
Also check out SIDBI and NHAI bonds. > 


ANAND ADHIKARI 


TRADITIONALLY, WOMEN HAVE SHUNNED THE STOCK MARKET. WHICH IS SURPRISING 
given that one more survey (this from Merrill Lynch) finds that women make 
better investors. The survey points out that women take a “very deliberate 
approach to finances, need to understand how their money is being invested, 
and want to be actively involved in the process of building and executing 
a financial plan”. It goes on to add that women aren't afraid of turning to 
professional advisors. Which is probably why securities company Сево. 
Financial Services has started branch offices exclusively for women (ahd... 
manned by women) in Kochi, Mumbai and Chennai. Women can start 


encourage more women to bet on equity, may their tribe increase. 
NITYA VARADARAJAN 
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BANKING 


Money In The Safe 


Banks are riding high on a wave of 
strong credit growth. 


F YOU DIG OUT THE ROOTS OF DALAL STREET'S 
[ers growth today, you'll be surprised to 

find that it was banking that actually fu- 
elled the stock rally in 2002. Banking stocks 
haven’t lost steam since. 

The P-E (price-earning) multiple in the sector has 
grown from 3.5 in 2002-03 to 6.5 in 2003-04, 
moving up to around 8 in 2004-05 and, as analysts 
point out, is still low while below 10. In compar- 
ison, the Sensex’s trailing P-E is 16. What's keeping 
interest alive is banks’ eagerness to acquire size, 
their booming retail business and the accelerated 
recovery of NPAs (non-performing assets) post the 
securitisation ordinance. 

Credit growth has increased manifold, from 
17.30 per cent in the quarter ended March 2004 
to 30.60 per cent in the quarter ended March 
2005. The credit-to-deposit ratio has risen from 
53.5 per cent in March 2000 to 64.7 per cent in 
March 2005, while doubtful debts have fallen 
from 7.1 per cent in March 2000 to 3.1 per cent 
in March 2005. Banks are spreading to non-metro 
areas and players such as HDFC Bank are banking on 
this to fuel retail credit growth. “The explosion is 
going to come from non-urban India," confirms 
Aditya Puri, Managing Director, HDFC Bank. 
Deutsche Bank's re-entry into retail strengthens the 
belief in retail credit growth. “India is the only 
country in Asia Pacific where we are launching 
retail banking services," says Gunit Chadha, CEO, 
Deutsche Bank India. 

The RBi's recent decision to allow banks to 
include securities in the Investment Fluctuation 
Reserve (IFR) as Tier-I capital will go a long way to- 
wards enhancing banks' capacity to lend more in a 
growing economy. “PNB has emerged as the biggest 
gainer due to this measure, which will result in a 
240 basis points improvement in the bank's Tier- 
I capital," says an analyst at J.P. Morgan. According 
to ICICI Securities, SBI is the top pick in the sector, 
while J.P. Morgan sets a 12-month price target of 
Rs 1,223 for it and Rs 757 for HDFC Bank. 

One word of caution: “In a rising interest rate 
scenario, banks may take a hit on their government 
securities portfolio," warns V.K. Sharma, 
Investment Analyst at Anagram Securities. 

ANAND ADHIKARI 
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Retail banking: Now non-urban India will drive growth 


SAFETY VAULT 

July-Sep.'05 %change? HDFC Bank 
685.5 
July '05 
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P-E Multiple* 


otal Income 
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i п.а.: Not applicable 

Second quarter figures are available for HDFC Bank and UTI, but only first quarter figures are available 
E m is from th year's corresponding quarter 

*P-E was computed based on market price on Oct. 21, and 2004-05 EPS _ 
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Head this ad, 
or pay 10% extra 


on every flight 


you take from now. 


Introducing the ICICI Bank Travel Smart MasterCard. 


ICICI Bank and MasterCard present a 
revolutionary new credit card. Now 
every time you buy a flight ticket using 
this card, you'll get 10% cash back. Be it 
a domestic or an international flight, book 
tickets with the ICICI Bank Travel Smart 
MasterCard. The more you fly the more you save. All for an annual fee 


of just Rs.1500. To apply, SMS 'TRAVEL« YOUR CITY>' at 676766. 


Illustrative savings on ICICI Bank Travel Smart MasterCard: 


Lowest Airfare | Fare after No. of fights | Amount saved through 
at MakeMyTrip | 10% Cash Back | ina year Travel Smart MasterCard 


[1 | Delhi - Mumbai - Delhi Rs. 5,608 Rs. 5,047 Rs. 2,804 
[2 | Mumbai - Bangalore- Mumbai | fs. 4,756 Rs. 4,280 Rs. 2,378 


Delhi - Singapore - Delhi Rs. 12,600 Rs. 11,340 Rs. 1,260 




















Total Savings Rs. 6,442 








* The above fares do not include airport taxes/service fee. 
* The above fares are as on 18th Oct. 05 and are dynamic in nature. The fares may/may not be available at the time of booking 


| ICICI k 
Фау 








Discounts on airfare and holiday available only on bookings through www.makemytrip.com/travelsmart Airfare cash back not valid on SpiceJet and Air Deccan Maximum discount of Rs 10 000 
in a calendar year. Card issuance at the sole discretion of ICICI Bank. Conditions. apply. Visit www.icicibank.com for details 
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Dictate Your Terms 


Step-up, step-down, accelerated EMls... are 
the variants on loan repayment worth a look? 





For a Rs 10-lakh loan at 8% (fixed) interest for 20 years 
“Including service tax plus educational cess 


RIJ PATIL IS 28 AND HAS HEARD 
B that he can save a packet on 
rent, not to mention on taxes, 
by buying a house on loan. The bad 
news: his salary isn’t good enough 
yet for him to afford the equated 
monthly instalments (ЕМ) on the 
loan he wants. The good news: loan 
products now have so many variants 
that he could still get the loan. 
Banks are increasingly offering 
the step-up loan, which offers vari- 
able EMis based on payback capacity. 
You would be wise to first check out 
if it is really worth your while. 
Take Patil's case. For a Rs 10- 
lakh loan on a 20-year tenure, he is 
now offered the chance to pay a 
low initial EMI of about Rs 6,670 per 
month for the first two years, going 
up to about Rs 8,370 over the next 
five years. Then, since Patil's salary 
will presumably grow over time, 
his EMI. will be increased to about 
Rs 9,000 for the final period. The 
step-up loan raises EMIs periodi- 
cally, with a 20-year term typically 
divided into three stages. 
But just what is Patil really 
gaining? For an ordinary Rs 10 lakh 





For a Rs 10-lakh loan at 8% (fixed) interest for 20 years 
^ Inchsding service tax plus educational cess 
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(Figures in R$) 


loan at the same 8 per cent interest, 
Patil would have paid EMis of about 
Rs 8,400 for 20 years. The step- 
up loan reduces his ЕМІЅ for the 
first two years by a meagre Rs 
1,700, but increases the cost of his 
loan to Rs 20,72,520—that’s about 
Rs 65,000 extra (see table above). 
Despite his low payback capacity, 
Patil is able to get a higher loan 
because of the initially low EMIs. 
However, if he can stretch his EMIS 
those first two years, he can save a 
hefty Rs 65,000 overall. 

Banks are fairly choosy about 
extending this facility and it’s usually 
offered only to professionals whose 
earning potential they expect will 
grow exponentially, for instance an 
MBA or a CA graduate, or a salaried 
executive in a good position whose 
income can be predicted to grow at 
a CAGR of 10-15 per cent. 

Loan variants come in other 
forms as well. Take the step-down 
loan, offered by some banks on a 
case-to-case basis, which works in 
exactly the opposite way, with EMIs 
high in the initial stage and getting 
progressively lower. For instance, if 





VIVAN MEHRA 


you are nearing retirement, but 
your spouse or adult children are 
working, banks could offer you the 
step-down option as part of a joint 
loan. Says Rajan Ghotgalkar, 
Corporate Head (Retail Banking), 
IDBI Bank: “The most important 
aspect in loan repayment, apart 
from the ability and willingness of 
the borrower to pay, is how much 
surplus income the customer will 
have, after subtracting emergency 
funds, to repay his loan." 

Options like HDFC’s accelerated 
repayment scheme, which allows 
you to repay the loan faster by 
increasing the EMI after a certain 
period, make more sense. If you get 
an increment or a hike in disposable 
income, you can opt to pay higher 
EMIs, thus accelerating the repay- 
ment and saving on interest costs. 
This option helps you avoid the 2 
per cent foreclosure charge, which 
most banks charge on full prepay- 
ment. According to Ghotgalkar, 
research shows that borrowers tend 
to repay home loans in half the total 
tenure. Thus, if someone takes a 
loan for 20 years, she usually repays 
it by the 10th or the 12th year. 

Before you choose a loan, 
explore all the options and decide if 
you want to make the pay-off in 
terms of a slightly costlier loan. Your 
first move right now, with interest 
rates looking set to rise, should be to 
lock in to a fixed rate loan. 

MAHESH NAYAK 





PG Diploma Programs 








Finance Programs ICFAI has designed and developed unique 
PG Diploma programs, which focus on emerging topics 












a Certified International Investment Analyst, (Switzerland) * 
а Treasury and Forex Management 

a Investment Banking 

а Accounting Standards and US GAAP 
a Investment and Tax Planning 

a Strategic Finance and Control 

a Financial Engineering 

а Information Systems Audit 


Management Programs 


a Project Management 

a Brand Management 

a Supply Chain Management 

a Customer Relationship Management 
а Export and Import Management 

a Global Strategic Management 

a Enterprise Risk Management 

a Management of E-Business 


Law Programs 


in the areas of Finance, Management and Law. These 
PG Diploma Programs are offered on distance learning 







basis to help students and working executives pursue 
them on a part-time basis and upgrade their knowledge 
and skills in this contemporary topics 























— HIGHLIGHTS —— —— 


Q Contemporary Curriculum 

Q Quality Courseware 

Q Case Study focus 

а Web support on 24 x 7 basis 


Q Examinations four times a year at 
over 100 Test Centers 


Q Educational loans 




































Duration 
One year for each PG Diploma Program 


a Cyber Law 
о Alternative Dispute Resolution 
a Intellectual Property Rights 

a International Business Law 

a Environmental law 

о Securities Law 



















Eligibility 
Graduation (any discipline) 








* The СПА Diploma is awarded by the Association of Certified International For Prospectus and Application, please contac 
Investment Analysts, Switzerland. The Council of Portfolio Management and ICFAI Center for Distance Education 
Research (CPMR), an affiliate of ICFAI is a member of ACIIA. 23, Nagarjuna Hills, Punjagutta, Hyderabad 500082 

Ph: 040-23430431-36, Fax: 040-55639711 

E-mail: info@ictai.org 










For Prospectus and Online Registration, visit: WWW.icfai.org 
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Surprising Zs Value-picker's Corner  . 










Dig. There might be gems in the dirt. Switching It On 
IMAGINE SUGGESTING THAT YOU BUY Z GROUP STOCKS. ARE WE 30- Br closing prices — 350" Daily market cap on BSE 
quite insane? Not really—we snooped around and (in Rs) | apg- {in Rs crore) a 


250- 


| 


found that they are not all bad apples. Although stocks 
are categorised Z when they breach provisions of the list- 200 - 
ing agreement, a couple of them have landed here on 
technical issues. Both Tamil Nadu-based Karur KCP 180 - к. А | 
Packaging and Pune-based Sudarshan Chemicals аге in | Mel * 190 

the Z group because although BSE stipulates connectivity 100- yn 0025,05 100- 
with both the National Securities Depository and the | S 

Central Depository Services, they had connectivity with 
only one. Karur KCP's fundamentals are strong. Net prof- MINDA INDUSTRIES; PRICE: RS 190 

its for 2004-05 were Rs 5.07 on revenues of R$ 205 | мурд INDUSTRIES is A LEADER IN AUTOMOTIVE SWITCHES AND 
crore and it paid a 5 per cent dividend. The company re- lighting with a 60 per cent. market share. With major 
cently joined CDSL and is contemplating an NSE listing. | - two Wheeler and tractor OEMs among its clients, revenues 
It will likely exit the Z group when BSE next revises the should surge following the recovery in the tractor and two- 
list. Says Ashish Chugh, Stock Analyst, Valuenotes.com: wheeler market. Minda’s JV with global automotive horn 
“Once Karur КСР is off the Z list, it's going to be a multi- leader Fiamm SpAv of Italy should see exports rise. Net profit 
bagger." The stock trades at Rs 55 levels (equal to its rose 145 per cent over the previous corresponding period to 


book value of Rs 55), Sudarshan Chemicals (Japan's | touch Rs 2.47 crore in the first quarter this fiscal, while rev- 
Dainippon Ink & Chemicals has a 10 per cent stake) has enues at Rs 56.27 crore gained 47 per cent. On a trailing 


reported revenues of Rs 370 crore and net profits of Rs 12 month basis, Minda’s EPS is Rs 11.2, with P-E multi- 


14.79 crore for 2004-05. Says Tejas Doshi, Research С 
‘Head, Sushil Finance: “It has put up consistent per- pero MISSY suman коп be 


formance and paid 30 per cent dividend.” Increased pig- 
' ment exports and product ramp-up make it worth a look 
at Rs 208, Both are good picks, but only if you have a 


t heart and h long-t h em arm " ; 
strong heart and have a long-term а Е Trend-spotting 


GOOD SHOWING 
n by Karur KCP Packaging 


51 т, в 4819 4917 


281.50 
Sep. 19,05 f 280.7. 295.72 
Sep. 19, '05 


101.64 
150- Oct 1,04 


















e a e X. CONTRA SCHEMES ARE BECOMING FASHIONABLE. TATA MUTUAL 

Fund becomes the third to launch one after Kotak and the‏ = 1-2005 2004 سسا اسن 2003 سا 
much older SBI Magnum Contra. If you're looking for-‏ 
ward to some radical stock picking, pause. Although SBI‏ 
Magnum has retumed 45 per cent over the last five years,‏ 
the fact remains that 'contra' is just another label. As fin-‏ 
ancial planner Gaurav Mashruwalla says: "I always rec-‏ 
ommend a plain diversified scheme with along performance‏ 
record." Analysts point out that picking undervalued stocks‏ 
with strong fundamentals is expected of funds anyway—the‏ 
contra label just makes a virtue of it. Says portfolio manager‏ 
Farid A. Husain: "It's just old wine in new bottles; your best‏ 











j; Sudarshan Chemicals 


mM S р. Nach hn ME c Ne March ue bet remains the flagship diversified scheme of an AMC." sy 


Figures i in Rs crore @ Net Sales їй Net Profit VAISHNA ROY 
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“Every day meet а Ке 
decision maker. Me.” 


A Vidyavathsal, Director(Operations), Degrémont Lid 





Vidyavathsal joined Degrémont in 2000 as General Manager-Operations. Moving, in a short span, to become 
Vice President and then Director-Operations. His success bears testimony to the open work environment in 
the organisation. Says Vidya, "At Degrémont, your biggest critic is often yourself". 


Anand Automotive Systems is driven by its commitment to The Group requires a General Manager-Operations for its 
partnerships. Be it with its 10 international Partners, its company, Degrémont Ltd, a JV with Degrémont of France, world 
Customers or its 6000 People. No wonder Anand has been rated leader in water and waste water technologies and part of the Euro 
among the top 25 'Great Places to Work' in India for two 43 billion Suez Group. The applicant should possess a degree in 
consecutive years. Civil/Mechanical engineering, preferably with an MBA. Strong 

Anand is committed to nurturing its people. And firmly project management capabilities in water or infrastructure fields 
believes in providing them with the best opportunities — with proven skills in financial planning and budgeting will be key 


international exposure with its global partners or further learning He should be a business visionary with the ability to assess and 


at its corporate university, Anand-U. In fact, after joining Anand manage risks along with strong negotiation skills. Age should be 
people rarely opt for a career change. between 35 and 40 years with 12-15 years of work experience 
ye 
яі Forward your су and a photograph within 15 days to g.nanda@anandgroupindia.com 


To know Anand better, log on to: www.anandgroupindia.com 








10 JV Partners * 17 Companies * 37 Plants in 8 States * Sales: Rs.20 billion plus * 6000 People 


iral / Anand / ANA 
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ING’s Adenwala (В) and Kotak’s Shah: Give 


MUTUAL FUND JOBS 


PHOTOGRAPHS BY BHASKAR PAUL 


The Mutual Calling 


The thriving mutual funds industry is in dire need of people—from chief 
investment officers, fund managers, marketing heads to dealers. MAHESH NAYAK 


UCCESS COMES WITH ITS OWN SET OF PROBLEMS. A 

case in point is the mutual fund (MF) industry 

which has witnessed stellar growth in the last one 

year on the back of a booming stock market. So, 
even while the industry’s assets under management 
(AUM) have grown almost 32 per cent in the last one year 
to over Rs 2 lakh crore, dearth of people—cEos, chief 
investment officers (CIOS), fund managers, marketing 
heads, analysts, even dealers—is staring the industry in 
the face. 

“Brilliant (lateral career) opportunities and mone- 
tary gains have seen (huge) people churn in the indus- 
try," says Sanjay Prakash, CEO, HSBC Asset Management 
Company (AMC). The situation in the industry is akin to 
a game of musical chairs, well, with a slight difference, 
with more chairs being progressively added. 

Recently, at the fund manager level alone there 
were several shifts; Vinay Kulkarni from UTI AMC 
joined Deutsche Mutual Fund, Kenneth Andrade from 
Kotak Mutual Fund joined Standard Chartered Mutual 
Fund and Deven Sangoi quit Birla AMC to join Prudential 
ICICI. And Ashish Ranawade moved out of UTI AMC to join 
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ING Vysya Mutual Fund to handle portfolio management 
services. With new products such as derivative funds hit- 
ting the market and competitors such as hedge, private 
equity and Fil (foreign institutional investors) funds also 
vying for the same set of people, it is an out and out em- 
ployees' market. 

“With five to six funds (Fils) being launched every 
month, the scarcity of talent is being clearly witnessed 
in this market,” says Ajay Bagga, CEO, Grange Advisory 
(a Sabre Capital firm that is launching a new mutual 
fund in India through a joint venture with Temasek). 


Welcome Outsiders 
With a 40 to 100 per cent jump in salaries in the in- 
dustry, a scarcity of talent and booming business, even 
professionals from other industries are marching in to 
fill in gaps across functions. Vikrant Gugnani, earlier 
with Citibank, joined as the CEO of Reliance Mutual 
Fund recently, And Rana Vikram moved from ABN 
AMRO to head the distribution and marketing func- 
tion at the bank’s AMC. 

“Almost a third of this sector’s needs has to be met 


- Mutual funds are wooing professionals from — 


from other related sectors,” says Puneet Singh, 
Associate Director, Executive Access, a headhunting 
company active in hiring for funds. So, apart from 
grooming junior level staff, mainly young analysts to 
take care of future manpower crisis, most MFs are ag- 
gressively recruiting people from non-AMC back- 
grounds (mainly insurance and banks), and retail 
brokerage houses and also picking up fresh graduates 
from B-schools and chartered accountants. “As we ex- 
pand our operations, we have, for the first time, re- 
cruited 10 MBA graduates for our sales operation,” says 
HSBC’s Prakash. 

Of the three functions in the industry—money 
management, operations and business development— 
the dearth of talent is more acute in the first two, as 
sales & marketing people from banks are easy targets 
and converts to man mutual fund marketing. The 
challenge for outsiders joining the industry is that there 
is a lot of catching up to do with regard to issues like 
risk compliance, legal framework and fund acc- 
ounting. And fund management professionals, already 
a limited pool, are increasingly flirting with openings 
in Fils, private equity and hedge funds. 

There is also a new trend of Mrs scouting for sales 
& marketing professionals to head their AMCs as 
CEOs. “I have been approached for the post of an 
AMC CEO. AMCs are targeting sales and marketing guys 
as they know the market reality, can handle dis- 
tributors, besides being well versed with the func- 
tioning of an AMC,” says a head of sales & marketing 
at a foreign mutual fund. 


HSBC's Prakash (R) and Grange Advisory’s Bagga 


Carrots And More Carrots 

“Fund mangers are trying to become specialists (in 
verticals such as hedge funds and private wealth man 
agement),” says Paras Adenwala, CIO (Equity), IN 
Vysya Mutual Fund, himself an erstwhile equity desl 
head at Birla Mutual. MF organisations are willing to pro 
mote people to take on bigger roles and responsibi 

as a means to retain them. 

After Ajay Bagga quit Kotak amc in May 2005 to joir 
Grange Advisory, the group made Nilesh Shah, till the: 
Executive Director (Equity Strategy), Kotak Securities, 
the President. “Being associated with Kotak Securities and 
Kotak Portfolio Management Services, it was a challenge 
for me to take the responsibility at the AMC and try to bring 
it to the same position as the other financial businesses of 
Kotak,” says Shah, a 12-year veteran of Kotak. 

Variable income—going up to as high as 55 per 
cent for fund mangers, 50 per cent for marketing and 
sales professionals and 40 per cent for operation 
ple—is also the industrv’s answer to not ‘ust incentivise 
performance but also to make work more challenging and 
remunerations more competitive compared to say hedge 
funds, where mangers get a performance fee. MF n 
agers are (still) paid mainly on the basis of the amount of 
assets managed, regardless of the fund's performance 

On the flip side, the drudgery of managing customer 
queries (even from a small investor who has put in just 
Rs 10,000), distributors and sales & marketing on a 
daily basis is making a few MF professionals turn to bou 
tique fund houses, where the core job remains fund 
management, and only that. 





" related sectors by offering them high salaries 
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COUNSELLING 





| am a BSc student majoring in physics and want to do my 
post graduation in the field of computers. Keeping my future 
and the present job scenario in mind, would an MCA 
(Masters in Computer Application) or an MSc (Information 
Technology) be the right qualification to get? Will this help me 
get a job in a software company? Also, what are the career 
prospects if | do a course in multimedia? 

An MCA or Msc in information technology will always 
stand you in good stead when you join the job market. 
As for the software industry, many companies today 
recruit directly from the campus. Besides, if you do your 
post graduation from a reputed institute and get good 
grades, getting a job should not be a problem. 
Whichever institute you opt for, find out when and 
which companies conduct on-campus interviews there. 
If you do a multimedia course, then you have the op- 
tion of working in an ad agency or a software company 
working in the media arena. But then the number of 
companies operating in this field is much smaller com- 
pared with the software industry. 


| am a 30-year-old doctor from Moga, Punjab, and am 
interested in becoming a DMP (designated medical prac- 
titioner). People planning to immigrate are required to 
undergo medical examination and only a DMP is authorised 
to do so. Please advise what one needs to do to become a 
DMP. Also, what other related areas can | explore? How 
about medical outsourcing? 

DMP is a popular concept in Canadian immigration and 
the country has DMPs in Amritsar, Ludhiana and 
Chandigarh. Appointments are based on the require- 
ment in a particular geographical area. If you want to 
become a DMP for Canada, you can get information 
from their consular office in Chandigarh or from the 
Canadian High Commission's website. Similary, you can 
cull relevant information from the internet for other 
countries. In case of Canada, once your application is 
approved, you are put on a two-year probation. After 
which you are an established DMP. As for outsourcing, 
the jobs available are in the field of medical billing, tran- 
cription and insurance claims. If you are interested in 
any of these, you should approach a BPO outfit. 


HELE 
TARUN! 


| am a 24-year-old graduate working as a copy writer in a 
reputed ad agency in Hyderabad for the past two years. | also 
do a bit of freelancing on the side. However, | am not 
happy with my job or working 9-5. It would be ideal if | could 
work from home and also make good money at the same 
time. Do 1 need additional skills to work in a bigger ad 
agency in Hyderabad or in other cities? Please advise. 

If you are really good at your work, then you can 
make good money from freelancing. But for that you 
need to be well established in this field and have good 
contacts. You have worked only for two years and 
unless you have a great portfolio to show, you will not 
be able to muscle your way in a industry which is 
highly competitive. You could opt to work in Mumbai 
or Delhi, which have a large number of established ad 
agencies, but then your cost of living would go up. 1 
would suggest that you work till you make a mark in 
your field. Then you can have the luxury of freelancing 
and also making good money. 


1 am a 23-year-old economics graduate from Delhi University 
and have done my MBA from a reputed institute. For the past 
six months, | have been working with an insurance company. 
However, | am not interested in my present job or the industry 
as such. | am interested in becoming a newsreader. How do 
| go about it? Do | need to do any course in this regard. Also, 
will my economics and MBA background help if | opt for a 
business channel? 

Your economics and MBA background will definitely be 
an asset if you work in a business channel. Most media 
houses will give you in-house training and you will have 
to start with reporting before you get a chance to be an 
anchor. At the same time, there are a lot of institues of- 
fering courses in newsreading. You can do these part- 
time. It would be ideal if you could do a course in 
broadcast journalism from a reputed institute like the 
Indian Institute of Mass Communication, Delhi. Then 
you should not have a problem getting a good job. Also, 
given that there are so many new channels being 
launched, keep a lookout for job ads. You can also go 
to the websites of various channels and see what va- 
cancies they have and apply directly. 


Answers to your career concerns are contributed by Tarun Sheth (Senior Consultant) and Shilpa Sheth (Managing Partner, US practice) of HR firm, 
Shilputsi Consultants. Write to Help, Tarun! c/o Business Today, Videocon Tower, Fifth Floor, E-1, Jnandewalan Extn., New Delhi—1 10055. 
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Sub-brokers, 
Anyone? 


A new career for stock market professionals. 


HE ECONOMY IS ON A ROLL, CORPORATE PROFITS ARE 

at an all time high and the stock markets are 
booming. Little wonder, there is hectic activity 
amongst market middlemen, with the number of 
registered sub-brokers with SEBI going up to 12,817 
(2003-04) from a mere 1,264 (2002-03). 

And guess who is becoming a sub-broker? It is pro- 
fessionals with stock-broking experience (analysts 
and business development people working with bro- 
kerage houses) and cas. “Today becoming a sub- 
broker has become quite easy for professionals with a 
knack for the markets,” says Amitabh Choudhary of 
Amiant Stock Management, a New Delhi-based sub- 
broker for Geojit Securities. Choudhary jumped on the 
bandwagon six months ago, after working with 
Indiabulls Securities and Hotline Capital. 

All one needs to become a sub-broker is an initial 
investment of Rs 3-5 lakh on getting a broker’s sub- 
broker franchisee, VSAT connection, and the like. 
With broker:sub-broker revenue share on the com- 
mission earned starting at 50:50 and moving up to 
30:70 as volumes rise, and with lot more products to 
hawk (commodity trades and depository services), it’s 
time you looked at becoming a market middleman. 
SHAILESH DOBHAL 











Taking stock: The market's only got better 


Twice as large. 


Yonsterindia gets 111% more unique 
isitors than its nearest competition. 
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‘Temps: Rights & 
Responsibilities 


Here’s what you need to know as a temp. 





Nothing permanent: But do read between the lines 


E YOU ARE ONE OF THE-OVER ONE LAKH TEMPORARY 
workers (temp) that India Inc across sectors is hiring 
to bail it out of temporary manpower needs or crisis, it 
helps to know a few ground rules. 

As a temp, you can register with multiple temp- 
ing companies. The job contract is signed between 
the temping company and the temp, but only after 
the temping company’s client has validated the 
candidate. As a temp your provident fund, group in- 
surance, gratuity and medical insurance is provided 
by the temping agency. 

After mapping the industry, experience and the city, 
a salary primer is created by the temping agency, 
which also negotiates the temp's salary with the client. 
But a temp’s deliverables are the responsibility of the 
client and not the temping company, managed services 
contracts notwithstanding. The temping agency also 
lays down the appraisal frequency along with the pa- 
rameters. When it comes to leave, candidates are in- 
formed of the leave roster by the temping agency, 
but approval needs to be taken from the client and the 
temping agency needs to be informed. 

AMANPREET SINGH 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Yodlee Infotech Pvt. Ltd., Chief 
Technical Architect, Bangalore, 10 to 
15 Years, 30709462 

Responsible for driving the Architecture 
initiatives for the entire engineering team across 
the organization. Refactoring and Re- 
engineering of large systems, performance 
tuning of large systems, and knowledge of 
SOAP preferred. 


Adroit, Vice President - Legal, Delhi, 
15 to 20 Years, 35442809 

Core audit professional preferably from Real 
Estate Industry with core competency in all 
legal affairs related to real estate acquisition and 
development. 


Itellisense Pvt. Ltd., Vice President — 
HR, Mumbai, 8 to 10 Years, 34846861 
Building a team from current strength of 200 
odd based in Mumbai & Chennai, to growing it 
to a 1000 plus global team in the next three-five 
years, A key part of the role will involve defining 
processes for sourcing, training, compensation, 
payroll, appraisal, motivation, etc. 1 


Andhra Pradesh Gas Power 
Corporation Limited, Managing 
Director, Hyderabad, 20 to 22 Years, 
35358643 

Responsible for Corporate Planning, Strategic 
Direction, Effective Contractual Supervision 
and peak performance of the power facilities 
and profitability of the company. Will be 
tesponsible for perspective planning and 
execution of expansion and diversification 
proposals, ete. be preferred. 


Anlage Infotech , GM - Finance, 
Mumbai, 15 to 20 Years, 35535854 
Evaluating financial fundamentals of projects 
& forecasting profitability and cash flow, should 
be able to handle advance cash management 
division involving prestigious project of the 
group, able to conceive and initiate a clear 
strategic Financial Business plan for existing & 
upcoming projects, etc. 


Netsyscon, Head - Delivery, Mumbai, 
15 to 20 Years, 35640297 

Responsible for managing large value million 
dollar and above projects managing 100 plus 
team and enhance offshore delivery mgt, 
project profitability, client management 
especially USA based clients. 


Ceilidh Technologies, Chief 
Operating Officer, Cochin, 18 to 22 
Years, 35677638 

In charge of the Operations of the company 
reporting to the CEO and working towards 
creation of a world class and scalable delivery 
organization builton the principles of customer 
delight, profitability and quality. 


Financial Software & Systems (P) 
Ltd., Vice President - Information 
Technology, Chennai, 15 to 20 Years, 
32147149 

Lead and manage a large team of resources for 
the Technology, Infrastructure, Operations and 
Networking functions, provide 24x7 technical 
and production support at FSS locations in 
Chennai and Mumbai. 


Future Tech, General Manager - 
Retail Operations, Mumbai,15 to 18 
Years, 34575604 

Manage the sales and operations of all stores 
nationally, maximize revenues and gaining 
leadership in the markets, formulate & 
implement Annual/ Quarterly/ Monthly Store 
Level Profit Budgets, etc. 


MetLife Group, Director - Regional 
Planning, Bangalore, 10 to 15 Years, 
35289557 

Responsible for supporting the International 
Strategy Planning/Process function in 
establishing an effective planning process 
aligned with the MetLife Enterprise. 


Netsoft Informatics Pvt. Ltd., General 
Manager - Sales, Bangalore, 5 to 10 
Years, 35580340 

Define the market, work with current 
customers, marketing, operations and founding 
team to define appropriate market 
opportunities, build the team and operating 
processes to capture identified market 
segments, etc. 


Cactus Communications Pvt. Ltd., 
Head - Training, Mumbai, 12 to 15 
Years, 31892561 

Adequate managerial experience in leading a 
team of trainers, designing a training strategy, 
process setting and optimization, training 
courseware development and delivery, and 
intelligentuse of technology. 


Niranthara Solutions, Director - Sales. 
Bangalore, 15 to 20 Years, 35110172 
Manage all sales and business activities fo 
NEMS (Network Equipment Manufactures) 
Carriers, semiconductor manufacturers anc 
enterprise accounts in India, This include 
management of the Indian sales office an 
personnel from Bangalore, 

Proactive Corporate Services Pvt. Ltd 
GM - Trade Exchange, Mumbai, 18 t: 
22 Years, 34886775 

Lead a team of marketing professional; 
knowledge of latest marketing strategies, abilit 
to design, formulate & execute new marketin 
strategies and brand management.etc. 

SKM EGG Products Export (India) 
Ltd., General Manager-International 
Marketing, Erode, 10 to 15 Years, 
35677837 

Technology back ground and a very goo 
exposure in food products marketing preferrec 
Indepth knowledge in International Marketin 
is essential and must possess a degree in Foo 
Technology/Engineering from. repute 
Institution. 


Sunsoft International, DGM - ‘ 
Finance & Accounts, Haridwar, 12 to 
15 Years, 35636038 

Finalization of accounts on ERP packag 
liaison with banks, taxation, budget contre 
auditing & costing, etc. Should be well verse 
with MS-Office. 

System Logic Solutions Ltd., GM - 
Sales, Mumbai, 10 - 15 years, 3543810 
Worked with focus on Banking vertical in recer 
times and is abreast of Indian bankir 
developments as well as developments globall 
Has led a team of at least 4-5 people for at lea 
4-6 years in software solutions/ services sale 
has experience of building a business/ teams* 
Transworks Information Servies 
Ltd.,Vice President - Legal, 
Bangalore, 10 to 12 Years, 35539178 
Provide leadership at a strategic level ' 
providing legal framework to the busines 
prepare and validate business agreement 
International and local, encompassing licensir 
agreements, BOP agreements, servic 
agreements and maintenance agreeme: 
relating to e-commerce, etc. 





To know how to apply for these jobs, go to finance jobs listing page. 


Get headhunted 


by the top employers. 


Monster.com is India's No. 1 jobsite. Post your resume for 
free and get noticed by India's top employers. 
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Monday October 24, Tuesday October 25, 
Wednesday October 26 


WAKE UP TO A FLOODED BANGALORE. THE RAIN BEGAN 

to fall on Saturday morning, just over 36 hours after 

Infosys Chairman and Chief Mentor N.R. Narayana 
Murthy resigned as chairman of the Bangalore 
International Airport Limited following a spat of sorts 
with Janata Dal (S) leader and former Prime Minister 
H.D. Deve Gowda, who calls the shots in the 0(5)- 
Congress alliance that rules the state of Karnataka 
and has turned a blind eye to the infrastructural req- 
uirements of a city that is spoken of as Asia's rr-hub in 
corner rooms in California. The ostensible reason for 
this is the loss former Chief Minister S.M. Krishna's 
Congress Party suffered in the 2004 elections, forcing 
it to form a coalition government with the JD(S). The 
loss, one school of thought goes, was because Krishna 
focussed his energies on Bangalore to the exclusion of 
all else. Other reasons for the alliance's apathy to 
Bangalore's infrastructure range from Deve Gowda's 
long-running battle with Krishna and his alleged hatred 
for Infosys Technologies, Bangalore's best-known 
technology firm whose leadership was perceived as 
being close to the former Chief Minister to conspiracy 
theories about Infosys’ Murthy speaking slightingly of 
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Watershed: The boundary wall of an apartment building 
caves in, while the road above turns into a waterway 


Gowda at a public meeting. 

Naive souls may have felt the heavens had opened 
up as a sign of protest; not this reporter (to be a good 
one you have to be fashionably cynical). The rain int- 
ensified on Sunday; by that evening most parts of 
Bangalore were flooded. Monday morning, and the 
rain shows no sign of letting up. Most IT companies in 
the city were closed over the weekend; I wonder 
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what they will do today (I wonder about this at two lev- 
els; a generic one, and a specific one; I have a meeting 
scheduled at Infosys’ campus in Electronics City). 

A few hours later, and the meeting has been can- 
celled. Driving is almost impossible. So, I wade through 
knee-deep water praying as I do that my feet don’t dis- 
cover a manhole or encounter something wriggly that 
has been displaced because of the rains and snare an 
auto-rickshaw. I want to go to Hosur Road, specifically 
the Silk Board junction near it, through which some 
50,000 software pros pass every day. Five roads int- 
ersect at this junction, as does a flyover that seems to 
end just at the wrong spot and, the place is usually grid- 
locked with 17,000 passenger car units that ferry 
everyone from call centre employees and code jocks to 
machine operators and textile workers. 

We don’t make it there. A harried traffic policeman 
blocks our way and says there is enough traffic already 
piled up at the junction. He’s right; the road is flooded 
with rainwater, sewage, and assorted muck of the sort 
that rises to the surface every time it rains heavily. 
The only vehicles that can ford this stretch are buses and 
suvs; then, that’s if they can get through traffic (some 
cars spend around five hours at the spot). І wade 
through knee-deep water for a closer look (indeed, wad- 
ing through knee-deep water is one of my themes for 
the day) and discover that watching vehicles attempt the 
‘great crossing’ had become something of a spectator 
sport, with passers-by taking up vantage positions on the 
flyover or on adjoining buildings to get a ringside 
view of the chaos. 

Swaminathan Krishnan, Chief Marketing Officer at 
Sasken, later tells me that just 40 people managed to 
make it to the company’s facility on Hosur Road (of a 
total strength of 150 at this location), Nandan Nilekani, 
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Pitfalls: Cops steer vehicles clear of manholes, while the 
otherwise busy Silk Board Junction (above) is awash 


CEO, Infosys, decides to work out of the company’s 
office in the tony borough (you wouldn’t describe it so 
if you see the state of roads there) of Koramangala after 
he finds all roads leading to the company’s campus in 
Electronics City packed with traffic. Call centres find 
their shifts delayed; companies like Wipro, Aztec and 
Datacons find some of their facilities flooded (Aztec’s 
CEO V. Chandrasekharan tells me that the company has 
had to source food and water from its other facilities for 
those employees who managed to make it to the cam- 
pus, only to be stranded there). At Bidadi, on 
Bangalore's outskirts, Japanese carmaker Toyota finds 
its shift delayed by at least 30 minutes as workers end 
up taking a roundabout way to the factory. 

For a city that has seen its population almost dou- 
ble over the last decade to over 7.2 million today, 
Bangalore's supporting infrastructure has failed to 
keep pace. A fellow journalist calls me up to tell me that 
CM Dharam Singh's cavalcade has had to give the 
flooded locality of Bommasandra a miss after belea- 
guered residents blocked the road to get his attention 
about their locality's woes. It is unlikely that their 
measures are going to have much effect. *You bet the 
city's reputation around the world's been affected by all 
this," says Nilekani. 

P.S: On Wednesday, Gowda addresses a meeting of 
rr honchos, BangaloreIT.in, and tells them that since 
Bangalore is choked, everyone should look at Hassan 
(his home-town) and other smaller towns in Karnataka. 
Actually, they'll look without. 8 
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The Worst 
Employer 
in India , 


It could be anyone, 

even companies in the 
top ten of this magazine's 
Best Companies to 

Work for in India. One 
reasonable, fair-minded, 
mature code jock 
explains why. rs 








HWYWNNHVS NAWVY AG SNOTLVELSATE 


ODAY: | AM SITTING OPPOSITE 

my HR manager. She isn’t 

the head of HR at the com- 

pany or something; cannon 

fodder (that’s people like 
me) rarely meets the Big Fish. And sud- 
denly I want to ask her something that 
has been bothering me for a long, long 
time, Why are all HR managers fat? This 
one can’t be much 
older than me but she 
is well on her way to 
acquiring a figure that 
can only be called ma- 
tronly. Hey, Pm not 
sexist; the sensitivity 
training I went through 
before my first over- 
seas posting (four 
months at an auto- 
parts company in the .. 
us) cured me of that 
problem. 1 must admit 
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was surprised when our 
tor told us that when a 
ng American women smiled at 
idn’t mean she wanted to get 







. not what my college education in 
© Karur (you don't know where i it is, 
уои have a problem, not me) taught 








why all HR managers are fat? 
I know the answer to that 


oe question (techies like me rarely ask 


. questions to which we don't know 
. the answer). HR managers are fat 
... because they lie. The truth sits 

.. within them, and, overtime, bloats 







way I want it to. The way I saw i it, 


own and dirty immediately; that's 


Soy 
. me. Well, to stop digressing and 
< get back to the original question, 
Dear Reader, have you wondered _ 


up. That’ s why, Anyways, Lam 
. here in front of this HR manager of 
ver creasing girth, and the 
conversation isn't exactly going the 


team leader cannot depend on you; 
you aren’t there on time; fall ill 
more often than others do; and 
once claimed your father was un- 
well, took a week off, actually went 


to work for a rival company to 
check how things worked there, 
апа came back when you realised 
that even it wouldn't put up with 


your style of working," she rattles 
off. I am still in the process of put- 


. ting on my most indignant expres- 


sion before reacting to her allega- 
tions when she continues. “And 
don't tell me that is a lie because 
someone from the HR department 
of that company tells me it is true." 

“Tt is a lie," I lie (and catch me 
growing fat on lies; I work out in 
the company's 10,000 sq ft gym- 
nasium), and press home the ad- 
vantage (Ms Hey-do-I-look-like-a- 
balloon? looks shocked) by airing 


Why are HR managers fat? HR managers 
are fat because they lie.The truth sits 


Within them, an d, 


tting a raw deal from my 
always ended up. 


er. 1 
doing the menial coding tasks 


required, while others got to try. 


their hand at new technologies. I 


had told Ms I-am-bloating as much 


when I asked to meet with her. 
Not that I expect wonders from 
her. HR managers are supposed to 
smile a lot, throw around. terms 
like engagement, competency- 
profile, compensation-band, 360- 
degree feedback, and other such. 
The smile is, of course, a mask. 
Tear it away and you will see that 
they are laughing at you, the poor 
sod who believes these terms mean 
anything. So, I am surprised when 
Ms Queen-Latifah-look-alike tells 
me, "Yes, it does look like we have 
a problem here." Trust a HR 
manager to be devious. I never saw 
it coming. 
ы “The way I have it, you get 
: ehed lowly tasks because your 


overtime, bloats up 


my other grievances. “And why 
wasn't my raise as good as X’s?,” I 


. ask, naming another member of 


my team. "And what is this my 
team leader tells me about changing 
my ways or being put on the bench 
to work on in-house projects?" 
That was true. He had told me 
that when I refused to travel to 


. Kenya to work on the front-end 


of the project. “I am tired of you 
whining about the lousy work you 
get to do here,” he had said. “So, I 
am sending you on-site." Now, 
Kenya, when I last looked it up in 
the Atlas was in deepest Africa. It 
also struck me as being the kind 
of country where dissatisfied clients 
(and ours were dissatisfied) could 
simply slice heads off with a ma- 
chete instead of writing a polite 
you-messed-up note. Like anyone 
in my position would have done, 1 
refused to go. “ГЇЇ see that you are 
benched and get to work on a 


workflow project for the in-house 
canteen,” he had threatened me. 

My discussion (dialogue she 
would have called it) with Мен 
am running out of innovative | 
to describe her) do not res 
anything tangible. 1 leave her room 
in a huff. 





Two weeks later: 1 leave the 
company іп а huff. I have a job 
with another large software firm 
in hand. I met my HR manager. He 
seems nice. And he is not far (he is 
thin; ergo, he must speak the truth): 
Hurrah! 





Six months later: | am sitting 
opposite my HR manager. He isn't 
the head of HR at the company or 
something; cannon fodder (that’s 
people like me) rarely meets the 
Big Fish. And suddenly | want to 
ask him something that has been 
bothering me for a long, long time. 

Why are all HR managers 
This one can't be much older : 
me but he is well on his w 
acquiring a figure that can only 
called anaemic, 

I know the answer to rhat 
question (techies like me rarely ask 
questions to which we don't knew 
the answer). HR managers are ¢hin 
because they lie. The lie sits withia 
them, and, over time, eats them 
up. That's why. Ш 
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Starting 
Position 


RAMEN SARKAR 


The All-in-one Lift 


UICK, WHAT’S THE ONE WEIGHTLIFTING EXERCISE THAT WORKS OUT 

the muscles of your back, glutes (butt), forearms, shoulders, legs 

as well the abdominals? It’s the dead lift. You’ll rarely find the 
dead lift being done in gyms and that’s a pity because it’s probably the 
most complete weight training exercise that you can do. It's a com- 
pound exercise (more about that in a moment) that targets many mus- 
cle groups across the lower and upper body. Around 75 per cent of the 
body's muscle groups are targeted by the dead lift, making it in my view 
a real gem of an exercise. 

Then why is it that you rarely see dudes (and rarer still, dudettes) do- 
ing the dead lift? Reason one: the dead lift is a tough exercise to perform 
and requires to be done in really good form if you don't want to risk in- 
jury. Reason two: trainers and instructors at most gyms don't do dead lifts 
themselves so they don't recommend it! 

Well, here's the gen on dead lifts and how to do them. But first a word 
about compound exercises. Compared to simple isolation exercises 
(say, biceps curls), compound movements involve more muscle groups— 
the dead lift involves joints like the ankles, knees, hips, the spine, shoul- 
ders as well as fingers. As a result, the movement results in greater 
strength gains and could also lead to bigger muscle growth. 

How to do it: Place a weighted bar on the floor 
and stand with your feet shoulder-width apart but with 
your shoelaces below the bar. Now, bend down and 
grab the bar with your grip just outside your thighs— 
one hand facing your body, the other facing outward 
(see illustration). Your shins should be grazing the 
bar; your knees should be flexed as in a full squat po- 
sition and your feet flat on the ground. Your shoulders 
need to be held back and arms straight. 

Take a deep breath and initiate the lift by straight- 

ening your legs. As the bar reaches your knees, begin 
exhaling and drive your hips forward to meet the 
bar, exhaling while you do the lift. Throughout the 
movement, remember to keep your stomach mus- 
cles taut, shoulders back (by squeezing the muscles be- 
tween the shoulder blades) and head up. That's one 
repetition. For the second repetition, bend down 
once again, keeping your arms straight and back nat- 
urally arched so that gravity allows the bar to de- 
scend to the floor. Now, repeat the movement by 
pulling the weight up again. 
Precaution points: Your back must be flat and not hunched through- 
out the movement; shoulders should be back and the barbell held as 
close as possible to the shins in the initial position and as close as pos- 
sible to your thighs as it passes the knees. Initiate the pull with 
your legs and not the back and be sure to rest adequately between sets. 
The dead lift can be exhausting on your muscles. But believe me it's 
probably the most beneficial to them as well. 







MUSCLES MANI 





Caveat: The physical exercises described in Treadmill are not recommendations. Readers 
should exercise caution and consult a physician before attempting to follow any of these. 
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Triple Delight 


` Samsung E Series 





T'S TOUGH BEING A REVIEWER IN FESTIVE SEASON. AND 
companies like Samsung make your job tougher 


by launching three phones in а day, with similar - 


names—E880, E530 and E730—and strikingly 
similar features to match: 90-мв memory, мрз 
player, Bluetooth, GPRS, one hour video record- 
ing.... However, there are some differences: the 
E880 (Rs 14,999) has a soft-touch slide; the E530 
(Rs 15,299) and E730 (Rs 16,449) both support 
seven regional lan but the latter has a better 
camera and at 88 gm, is easier to hive around. All 
good phones, but the E730 looks the best bet. 


PDA Reborn 


PalmOne Treo 650 


ATE MOBILE PHONES INCREASINGLY RESEMBLING 
computers, personal digital assistants (PDAs) were 
in danger of becoming extinct. But PDA major Palm is 
taking on the Nokias and Ericssons with gusto, having 
first released the Treo 600 mobile phone- 
cum-PDA, and now an improved Treo 
\ 650, which is a quad-band (800/900/ 
1,800/1,900-Mhz) phone that of- 
fers e-mail and Ms-Office compati- 
bility. However, unlike the 02 
XDAIli, SonyEricsson P900i or the 
Nokia 7710, it does not have 
handwriting recognition. The re- 
deeming feature: thanks to the 
relatively light Palm os, it doesn't 
crash as often as the competition. 
The company has tied up with 
Hutch to offer these handsets at 
5) Rs 29,999 (with a Bluetooth 
headset for free). Now, if only 
you could mind those bills. 










Home Delivery 


Bose Cinemate 


UICK, WHAT'S COM- 

mon between most 
cinema halls and the lat- 
est Lexus cars? Actually, 
it’s a Bose sound system. 
High prices may have de- 
terred you earlier from 
getting one for 
your home, but. <> 
not any more. 
Bose has introduced the 
Cinemate, an affordable 
home theatre system at Rs 
32,900 that consists of just two front speak 
ers, an Acoustimass module and a universal re 
mote. The Acoustimass module delivers dramatic ef 
fects without audible distortion and contains th: 
plification for the system. And even without centr: 
and rear speakers, Cinemate helps your 
player combo produce a true cinematic expe: 
ence. Just four simple connections and you're : 






Intelli-search 


Clusty.com 


OOGLE HAS COM- 

petition. It's 
called Clusty.com. 
While the search en- 
gine leader produces 
millions of unorgan- 
ised results for a 
search, Clusty organises the top 250 results into 
categories that make sense. Regular netizens 
will recall a certain site called Teoma.com (it’s still 
around), which also sorts results into categories. 
Clusty, though, goes further. Besides normal 
web search, it searches news, images, shopping, 
wikipedia, blogs and jobs as well. Then, it breaks 
up each category into sub-categories, so you 
needn't grope around for the right keyword to 
search by. For instance, a web search for “George 
Bush" returns a category called “Iraq”, which has 
a sub-category called *God told me to end 
tyranny". It's what we call intelligent search. 
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SUBSCRIBE TO : 
GOLF DIGEST INDIA AND WIN 


One PHILIPS 42" Plasma TV with 
Home Theatre System, 12 APPLE iPods and 24 Speedo Sunglasses. 


VLA йт VERTE СОС CELEBRATES 17h VERAS 
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re eroy MASTERS 
PREVIEW 





GRAND PRIZE: PHILIPS 42" HD PLASMA T.V. + HOME THEATRE SYSTEM 


PLASMA TV PURE MULTI-CHANNEL SOUND PLAYS PRACTICALLY ANY DISC FORMAT SUPERB VIDEO 

* Pixel Plus 2 Technology for better details REPRODUCTION * Movies: DVD, DVD+R/RW, DVD-R/RW, PERFORMANCE 

* Adjustable Ambilight for a relaxing sensorial | * Multi-Channel Super Audio CD VCD, SVCD, MPEG-4 and DivX * Pro ye Scan 
experience closest to experiencing live 3.11/4.x/5.x (PAL & NTSC) 


Latest High Defination Plasma Display performance * Music: SACD, CD, MP3-CD, CD-R and for razor-sharp 
Technology; resolution 1024x768 pixels * Omni Directional Ribbon Tweeters CD, RW and flicker-free 


Virtual Dolby Surround kae Cinema Center Speaker™ for an * Pictures: Picture CD (U with music ages 
HDMI connectivity | incredible cinematic experience (MP3) 





LUCKY DRAW PRIZES: 


age Capacity 
All your music. With you, wherever you go 
tegrate with your car, your computer and your home theatre system 
or Mac and Windows 
seep appointments, reminders and be organised with clock and calendar features 


Enjoy seamless integration with iTunes Music store 


Shatter resistant polycarbonate lenses 

10076 Protection from harmful UVA & UVB rays 
No Slip Grip silicone temple grips 

Memory plastic 

Structural design, lightweight & durable 


Maximizes all round vision 


Suitable for all sports and leisure activities ASSURED FREE GIFT: 3-YEAR PERIOD 
FM HI-FI WIRELESS HEADPHONE 


Compatible with all mode 
computers / laptops and 


Built in FM radio with a 
Comes with AC adapter 
Reception throughout yo 
Equipped with mike for or 


Padded earphones for 





Please fill in the coupon and mail to LIVING MEDIA INDIA LTD., 13th floor, Videocon Tower, E-1, Jnandewalan Extn., New Delhi - 110055 


[Period | Cover Price | Your Rate | You Save | Your Preference | 
[3yews| Rs3600 | R.2400 | 33% | 
[1year [5.1200 | rs800 | 33% | 


! am enclosing a cheque/DD Number.  — 1 11 Drawn оп (specify bank) — — — ^ ^ Dated. 











Assured Gift 
FM HI-FI Wireless Headphone | 4 51 


' Bargain 


Yes! | want to 
subscribe to 
Golf Digest India. 














All 1 & 3 year subscribers are eligible for the Lucky Draw 


' favouring Living Media India Ltd. for Rs. (Please add Rs. 10/- for non-Delhi cheques 


Or please charge ту Card: HBO] OD Г] ZU @o Сагі №. [TII] CLIT) LLLI Lir 
Date of Birth [T] LT] CLIT) Card Expiry Date [T] LI] Card Member's Signature ___ ч 
Subscriber's Details: Salute[ [T] Name [ TTTTTTIIILIIILLLILLILILLIILIJ Addes IIIT] 
City EET LEE 
Pin LITT) state CLOT Phone OLL ноте Club Name [TTTIIIIIIT] 
Designation [ГТ ТТ ТЇГЇ Golf Handicap as 


Occupation: Pvt. Service [|] Govt. Service [ ] Business [_] Self-employed] Student] Housewife С) Others 
Monthly Household Income: Below 20000 [ ] 20001-40000 [] 40001-60000 [] Above 60001 [C] 


нуунун: СОШ Digest 


3, Fax: (C 3352874, or email: w bday.com. 5 і How to play, what to play, where to play 
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Full Traction 


USUALLY, WHEN BUREAUCRATS NEAR RETIREMENT, TI {EY LL DO 
anything to get another extension, and if not that, a sinecure. 
So Delhi Metro boss, ELATTUVALAPIL SREEDHARAN's case 
must seem odd. The railway engineer, now 73 years old, 
wants to retire, but the Delhi government wouldn't let 
him. That Delhi Metro is yet to complete phase two of its 
project is the ostensible reason, but the real reason may well 
be that the government is unwilling to take its chances in 
completing a project that's become a showcase in project 
management. Needless to say, the credit goes to Sreedharan 
and his handpicked team. Not only did the native of 
Palaghat, Kerala, who earlier pulled off an equally tricky proj- 
ect at Konkan Railways, complete phase one within budget, 
but did so without a whiff of scandal—an impossible feat in 
government projects. Sreedharan, picked by Time magazine 
in 2003 as an Asian hero, has reluctantly accepted the 
three-year extension, but wasn't available for comment. 
Hardly surprising. He cares about work, not publicity. 
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SOUMIK KAR 
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The Men Behind 
The Hutch Brands 


YOU ALREADY KNOW THE BRANDS, NOW MEET 
the men behind them. KEITH KIRBY and 
DAREN COOK are the gentlemen who’ve 
worked on the launch of Hutch and its sis- 
ter (licensed) brand Orange in India. “We 
knew Hutch had to be different from 
Orange, and we wanted to make it a brand 
that could deliver now,” says Cook (left, 
above), who along with Kirby is part of 
Hutch’s branding team in London. So how 
many experts does it take to build a brand? 


Dream Merchant 
Turns Dream Chaser 


RUMOUR HAS IT THAT PUSHPINDER “PUSHPI” 
SINGH has quit Ambience Publicis as its na- 
tional creative director to turn a Bollywood 
scriptwriter. But Pushpi, 34, says that “as far 
as I know, I have never written one or am 
into writing one currently”. So just what 
does the adman plan to do? He won't tell, ex- 
cept to say that he will be “chasing a few cre- 
ative dreams”, which his friends say could in- 
clude anything from signing up for a similar 
role at a different agency or turning film- 
maker, or even a creative boutique owner. 





A Piece Of Hospitality 


FROM BANKING TO SOFTWARE AND NOW HOSPITALITY. FOR 
JERRY RAO, 52, Chairman and MD of MphasiS BFL, his lat- 
est decision to pick up an undisclosed stake in Bangalore- 
based Royal Orchid Group could turn out to be a smart 
move. Unlike the rr business, where Rao has been hav- 
ing trouble getting the juices flowing, there’s a supply 
crunch in the hospitality business in 
Bangalore. Visitors to the 
city have to book rooms 
, months in advance and 
pay through their nose. 
And as Jerry sees it, 
the deal—made in his 
personal capacity—is 
a win-win for him and 
the Baljees, the promot- 
ers of Royal Orchid. “The 
hospitality business is attrac- 
tive and the Baljees are well 
positioned for growth," he 
says. The Baljees, on the 
other hand, hope to lend 
their family-owned 
business a more profes- 
sional touch with Jerry 
on the board. Besides, 
with the group look- 
ing to expand to 
Hyderabad, Mum- 
bai, Delhi and Pune, 
Jerry may never have 
to worry about not 
getting a hotel room 
in these cities. 
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He Owes His Boss One 


CHETAN BHAGAT TURNED TO WRITING AS A THERAPY TO DEAL WITH A 
“bad boss who, for three years, messed up my life and made 
me feel very small”. The result was an OK book entitled 
“Five Point Someone: What Not To Do At 117". But the in- 
vestment banker-cum-writer seems to have found a niche. His 
second book, “One Night@The Call Centre", launched past 
fortnight, is based on anecdotes heard from some of his 
cousins who work in BPOs. “I take as much gap as І can to 
finish the books. Sometimes my schedule goes haywire, it 
takes its toll,” says Bhagat, recent father of twins and who 
works with Deutsche Bank in Hong Kong. Given that IITs are 
all the rage within India and now elsewhere, some enterprising 
producer has decided to turn Five Point Someone into a 
movie, with the 31-year-old IITian (Delhi) himself writing the 
screenplay. Sometimes, the therapy can be addictive. 


CONTRIBUTED BY R. SRII 
VENKATESH 





From Motorcycles 
To Molecules 


LATE AUGUST WHEN ATUL SOBTI ANNOU? 


surprise resignation as Executive Director 


Hero Honda Motors, many thought he would 


end up at a rival two-wheeler manufactu 
simply because his parting with the Munjal 


Hero wasn't too happy. But Sobti has d 
not to hit his former employer wher 
hurt. Instead, with some help from ѕеагсі 


Egon Zehnder, he's managed to change track 


IN 


hi 


M 


rm 


pharma and land a job with Ranbaxy, the biggest 


Indian company in the business. At Ranl 
Sobti, 50, will be in charge of India a: 


Middle East, besides its global consumer health- 


care business. Sobti wasn't available for comi 
but he must be thrilled at the oppor: 


Ranbaxy is already the world’s 8th largest gen 


manufacturer and by 2012 hopes to be amon 


top five, with $5 billion in revenues. Sobti, t 


can look forward to some speed driving 


)HARAN, KRISHNA GOPALAN, SHAILESH 
A BABU, KUMARKAUSHALAM AND AHON 


K 





bt event 


BT ACUMEN 


Battle Of Best 
Minds In West 


A round-up of the West zone qualifier of the Business Today-Aditya Birla 
Group Acumen, held in association with Tata Consultancy Services. 


RUST MUMBAIKARS TO SOAK IN A CHARGED Human Resources Development (SCM-HRD) who de- 
atmosphere. Whether business or cricket. ^ feated the Institute of Technology and Management, 
That's what they did at the West Zone finals of | Kharghar-Mumbai. The ‘what gets measured gets 

the Business Today Acumen debate-cum-quiz contest. managed argument’ won the debate for SCM-HRD. The 

Hosted by, once tagged as the first finalists, Anish Basu Roy and 

‘sexiest voice of radio’ and famed QUSS тоо, Gautam Narang of the West zone 

commentator Harsha Bhogle, the 2 = debate, claimed that no matter 

event gathered momentum like what the vision for a business, a 

in a one-day cricket match. venture capitalist will only sign on 

The topic, ‘In business, bottom T z the dotted line after assessing the 
line is all that matters’, evoked ar- %„ > projected bottom line. 


guments about profits not being BIRLA ® The audience was kept well 
the only objective of companies. To engaged during the quiz rounds. 
survive competition, R&D is the need of the hour. A host of prizes— gift vouchers from Van Heusen, 

The first semi-final winners in the debate were Liberty, BT bags, Vivitar digicams, T-shirts—were 
Pune-based Symbiosis Centre of Management and ир for grabs. The bumper audience prize of a 






ACUMEN 2005 3 





Р ITOGRAPHS BY SANJIT SEN 





Shan uS 


pru n 


Debate Winners: Anish Basu Roy and Gautam Narang 
receiving certificates from Ajit Ranade, Group Chief 
Economist, Aditya Birla Group 


B-School Alumni Quiz Winners: Arvind K (second from left) and 
Shiju Thomas (extreme right) with Harsha Bhogle, Host, Acumen 
2005, and Pavan Varshnei, Publishing Director, Business Today { 
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` B-School Quiz Winners: Adwaita R. Chaudhuri and 
Devadas Krishnan of IIM, Ahmedabad 


Yamaha Frazer bike enticed many to try their 
luck with impromptu answers. And the lucky win- 
ner was Sri Ranjini from S.P. Jain Institute of 
Management & Research. 

The second round of semi finals had S.P. Jain 
pitched against The National Institute of Industrial 
Engineering (NITIE). The topic: “India will never 
catch up with China", S.P Jain, speaking for the 
motion, put forward strong arguments. China's in- 
frastructure growth is impressive, and even global 
agencies are now advising a slowdown. However, 
India, where people spend more time in cars rather 
than offices, does not seem to figure in the race. 
The closing argument by S.P. Jain that, *right now the 
dragon dance seems much better than that of the ele- 
phant", received thunderous applause from the au- 
dience, winning them the semi-finals. 

The B-school quiz contest had eight rounds, with 
posers such as: The Englishman who achieved the first 
two-way crossing of the English Channel on June 2, 
1910, also became the first Englishman to die in an 
air crash on July 12, 1910. Answer: Charles Rolls of 
Rolls Royce. iM-Ahmedabad bagged the winning 
spot with a quick reply to this tough one: Shumpei 
Yamazaki of Japan, inventor of flash memory, has at 
age 62 just found a place in the Guinness Book of 
World Records. Who did he displace and for what 
reason? Answer: Thomas Alva Edison, his 3,245 
patents exceeded Edison's 2,332. The winners 
Adwaita Ray Chaudhuri and Devadas Krishnan said, 








Grand Audience Prize Winner: Sri Ranjini T V is all smiles 
as she receives the winning bike key from Harsha Bhogle 


"We had done no preparation as we have been 
working for four to five years. So, it feels great." 

The final topic for this year's debate was: "We 
have failed in building Brand India.’ With S.P Jain 
(against the motion) and scM-HRD (for the motion) at 
loggerheads during the contest, the audience was 
kept well entertained. sCM's winning argument was 
that though we were promoting parts of Brand India 
like its cuisine, the $17 billion (Rs 76,500 crore) 
Yoga industry, and, of course, rr, which put India on 
the global map, we haven't succeeded in creating a 
single global brand identity. 

The Alumni quiz round saw old students reliving 
their college experience. Included were trivia ques 
tions such as what is an ugly teller? The answer: 
An ATM machine! The winners for this contest were 
products of Indian Institute of Management, Arvind 
K., M-Lucknow, and Shiju Thomas, 1iM-Bangalore 

The prize distribution event was conducted with 
the judges, Ajit Ranade, Group Chief Economist at 
the Aditya Birla Group, P.G.R. Prasad, Managing 
Director of 581 Fund Management Pvt. Ltd., and 
Priya Srinivasan, Associate Editor of Business Today 
Pavan Varshnei, Publishing Director of Busines: 
Today, and Harsha Bhogle, Host, Acumen 2005 
gave away the prizes. 

The winners and runners up left with rare honour 
certificates and exciting gift vouchers. Preparations for 
the finals in Delhi are underway, and the best minds 
are at work. So, here’s wishing them luck. = 
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Airtel 
adds the 
power of 
BlackBerry 
to your 
smart 
phone. 


Upgrade to the 
BlackBerry solution for free 


Only with Airtel. 





Device supported: 


Sony Ericsson P 910i, 
Nokia 9500 Communicator and 


Nokia 9300 smartphone. 


laim 


Express Yourself 


Mobile Services 


* Conditions apply 
For further detail, voit wow amt in 


For details call: Ahmedabad-98989 5432! 
* Bangalore-98450 12345 * Chandigarh-98150 12345 
*Chennai-98409 22220, 98409 33330 
* Coimbatore-98941 22220 • Delhi-98714 28080 
* Hyderabad-98490 12345 * jaipur-98290 12345 
* Kolkatta-98317 17070 * Lucknow-99350 54321 
* Mumbai98920 12345 + Pune-98900 12345 





bt leadership spotlight 








NAME: ANAND MAHINDRA 
AGE: 50 years — "ES 

DESIGNATION: Vice Chairman & MD 
COMPANY: Mahindra & Mahindra 


UMESH GOSWAMI 


Painting The Bigger Picture 


HERE'S BEEN PLENTY OF ACTION FROM MAHINDRA & MAHINDRA (M&M) OVER THE 

last few months. The latest, which appears to be in the bag, is the buyout of euro 43 
million (Rs 232 crore) Romanian tractor company SC Tractorul UTB SA. Earlier, it had 
announced a joint venture with Renault to launch the Logan in India, and had followed 
this up with the announcement of another Jv with the US-based International Truck and 
Engine Corporation to produce light, medium and heavy commercial vehicles in India. 
Painting the bigger picture is Anand Mahindra, Vice Chairman and Managing Director 
of M&M, who's as famous for his natty wardrobe as he is for his business achievements. 
“Micro managing is not my style,” says the Harvard Business School alumnus, “my main 
job is to unleash the latent passion within the organisation. I set the goals, empower peo- 
ple to perform and then step out of the way. After that, my role is to monitor direction 
and performance parameters internally and to constantly scan the external horizon for new 
trends and opportunities." That's been his guiding philosophy ever since he took charge 
as Deputy Managing Director of M&M in 1991. The next goal: become the fourth 
largest tractor manufacturer in the world over the next five years. The Tractorul 
takeover, which will take a few months to sew up, will give him a beachhead in Europe 
and allow him to prise open that market. Incidentally, M&M is already the largest player 
in the domestic tractor market, with a 25 per cent market share. Mahindra has consciously 
derisked M&M’s portfolio by investing in real estate, financial services and IT. But tractors 
still give him his bread, butter and jam. And given the frenetic activity at Mahindra Towers, 
Mahindra could well be the man to watch out for in the Indian automobile industry. 8 
KRISHNA GOPALAN 
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ThinkPad recommends Windows® XP Professional. 


THINKPAD. NOW IN WIDESCREEN. 





INTRODUCING THE WIDESCREEN TITANIUM THINKPAD 760. How do we make a ThinkPad even better? 
ThinkPad. Whether you go with the new titanium cover or classic black, you get a screen th 
view 25% more data than a standard 14” XGA screen, security features you'd expect from 
and the power of an Intel® Pentium® M Processor. Yet our 14" Z60t is the smallest and ligl 
class (1.1" thick and just over 4 pounds). 

STARTING AT Rs. 58,500/-* the Z60 ThinkPad notebooks, are now products of Lenovo, a г 
company uniting Lenovo and the former IBM PC Division under the Lenovo name. ThinkF 
and support continues to be available from ІВМ in many countries. For more new thir 
Lenovo, visit thinkpad.com/wide/in 


directlenovo@in.lenovo.com | 1600 425 4240 А 
ThinkPad is a product of Lenovo Thi 
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AND GUESS WHO'S THE NO.1 РОК Q2?* 


For the second quarter running, HP ProLiant is ranked the No.1 x86 server brand 
across categories. HP ProLiant servers are #1 in unit shipments, #1 in 2-v er 





shipments, #1 across geographies (worldwide, Asia Pacific and Indio 

architecture server segment in unit shipment terms. With a wide qe 
just Rs.45,000/ HP ProLiant servers represent best-in-class performan 
value, which makes them the first choice of demonding customers acro 


wonder HP ProLiant is No.1, yet again 











HP PROLIANT ML150 G2 SERVER HP PROLIANT ML350 G4 SERVER HP PROLIANT DL380G4/DL385 SER 

2-way server that's simple, reliable and 2-way server designed for maximum Enterprise-class uptime and manageability with 

easy to own at an affordable price, scalability and high availability, with 2 Processor 64-bit Intel" Xeon™ Processor 

powered by 64-bit Intel" Xeon™ Processor DP 64-bit Intel” Xeon™ Processor DP & AMD Opteron™ processor 

HP PROLIANT DL580G3/DL585 SERVER HP PROLIANT BL20P СЗ SERVER HP PROLIANT BL40P/45P SERVER 

The industry's first 4-way expansion server High performance, high availability, 4-processor server blade designed for mission-critical 
powered by 64-bit Intel” Xeon™ Processor & 2-way server blades featuring 64-bit applications featuring 64-bit Intel" Xeon" 

AMD Opteron™ processor Intel" Xeon'* Processor Processor & AMD Opteron™ processor 800 serie 
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ine cinematic sound, DNle™ picture enhancement and 3,00 


1 dynamic contrast rati 


fastest response time. A television whose design and picture are equally arresting. | 


‘sung LCD TV, it's not that hard to imagine. To learn more, visit www.samsung.com/india 
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NOKIA 
Nseries 


„еп the world of multimedia 


Text message 
112 (1) ^а 
To Ben 
1 Meet with Tom at 4 30. He's 


nterested 





Nokia Nseries 
See new. Hear | new. Feel new. 


Browse for beauty. Surf for serenity, The power of the Web is always 
> pi 


with you. With the internet, email, video and a 2 Megapixel camera ir 


your pocket, inspiration is where you find it. Meet the new Nokia Nseries 





it nokia.com/nseries 


temara. NOKIA 


lash «Stereo radio wit stereo music player = Nok Apres fr dec rmn = 2 мадар i aot! 20x dial zoom s Connecting People 








3 8*| ¬ a a g| Always insist on original Nokia India. Warranty ti to anes against ERE used, refurbished or tampered phones. Nokia India Warrant 
30303030" j imported by Nokia India Pvt. Ltd V For assistance on Nokio products ond services, call Nokia Care. Add STL j 





From The Editor 


HIS YEAR'S BT 500, BUSINESS TODAY'S 14TH RANKING OF 
India's most valuable companies may have few sur- 
prises among its top 10. Barring a couple of new 
entrants, Tata Steel and mortgage giant HDFC, which have 
nudged out two others, pharma major Ranbaxy and Tata 
Motors, the eight on the list were members of that rarefied 
уо 01 07 gener fion] ^. dub last year as well. Yet, if you look closely at the current 
^ моме Editore Venkatesha Babu (Bangalore), Shailesh Dobkal (Delhi), BT 500, particularly in comparison with the past years, you 
jc s Ashish Gopra (реш), Arnab Mice (D enn. ` will notice a difference. The top 50 companies this year re- 
flect a greater degree of diversity. Companies in this list are 
from businesses as diverse as software, fast moving con- 
sumer goods, banks and financial services, automotive, phar- 
maceuticals, petrochemicals, energy, entertainment media, 
infrastructure and airlines. If you go down further on 
i (0 the list, the degree of diversity increases. The top 100 com- 
4 fetes Payal Set Editor), ^ panies include companies that represent even more sectors. 
р An important reason for this diversity is the fact that 
the Indian stock market has begun to reflect a company’s 
real worth more truly. Call it maturity if you will but in- 
stead of sticking to a few safe bets, the market is evaluating 
businesses more accurately. Particularly, 
businesses, which are relatively new, 
like retailing, aviation, media, etc. This 
is a welcome trend, for as the market 
rewards businesses more accurately, 
a more diverse bunch of companies 21 
will access the markets. And, conse- 
quently, you can expect in coming 
years companies representing an even 
wider range of businesses in the BT 
500 listing. The Birth Of A Listing (Page 62), the first art- 
icle in our cover story package, expands on this theme. 
Our features, as in earlier years, focus on companies 
whose strategies and performance have created a ripple 
during the past year. Only this time, we've sought to look 
at some more trends. Beside separate features on Reliance 
Industries (ranked #1 in the private sector for the third 
time in a row) and ONGC (ranked #1 on the private 
and public sectors' combined list), our stories explore 
trends that are showing within some businesses. Like how 
cigarette giant ITC is challenging FMCG giant HLL across its 
product categories; or how Indian pharma’s leaders, 
Ranbaxy, Sun, Cipla and DRL, are coping with a short- 
term dent on profitability and growth as they focus on 
long-term strategies. A third feature examines how 
Indian software’s troika—Tcs, Infosys and Wipro—is 
taking on the global heavyweights in Ir consulting. A 
fourth covers two other companies, both poised well to 
sildin ride the impending boom in infrastructure, L&T and 
- Read, Kochi i2 016. Tel 04842377057, 04842577088 Fic: 0484370962; cable: Lived ` IRL. For readers wishing to get a perspective of how 
A ELE X, fanden Ab Ex things have changed, our two gate-folds (on Pages 80 and 
114) slice, dice and compare Br 500’s current rankings as 
well as those of the last 14 years. 
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“Look at his desk!” 
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Wipro presents PowerSlim. Desktops powered by 
Intel® Pentium® 4 processor with HT Technology 
























Irs slim, sleek and powerful. And it's making heads turn. The new Wipro 
SuperGenius PowerSlim, powered by Intel® Pentium® 4 with HT Technology, 
delivers blazing speed and heavy duty performance. It’s a lean, mean 
machine that kickstarts business productivity. And is backed by the Wipro 
promise of reliability. Go ahead. Get the look of the future for your office. 


Wipro SuperGenius PowerSlim WSG14259 series 
[ Intel® Pentium® 4 Processor 630 with HT 


| Technology (3.0 GHz, 2MB L2 Cache, 800 MHz FSB) 
| Genuine Microsoft? Windows” XP Professional — 





GOOBSATAHDD —— — — 
| Slim CD-Rom 
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[year warranty _ 
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Charting A Comfortable Journey 

After taking over the reigns at IATA, Giovanni 
Bisignani is in the cockpit directing many changes. 
His experience in handling the crisis after 9/11 
crisis is invaluable. During his recent visit to India, 
Bisignani met BT's Amanpreet Singh and spoke 
about the challenges facing the aviation industry 





Giovanni Bisignani 
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Your cover story The Best 
Companies To Work For In India 
offers a microscopic insight into 
the employer-employee equation. 
Juggling various aspects and op- 
timizing growth is really a tough 
task. And if in the process, busi- 
ness mixes with pleasure, one 
gets the right formula for the best 
company. You cracked it! 
Interestingly, the salary issue 
seems to tickle all the rankers. 
SAPTARSHI DAS, KOLKATA 


Why Blame Gowda Alone? 


Your story Tears for Bangalore 


The Magic Companies 

Your cover story The Best 
Companies To Work For In India 
(BT, November 20, 2005) provides 
real guidance to professionals, esp- 
cially to youngsters. In today’s rat 
race, it is difficult to find the right 
company. Genpact, Covansys, and 
many others, show the way for- 
ward to lure the best and brightest. 
True, IT companies dominate the 
list as they contributed a lot in lift- 
ing the image of the country. So, it 
is natural that employees in this 
sector feel the thrill of global action. 


RAM KRISHNA DWIVEDI, PUNE 


(Br, November 20, 2005) is grip- 
ping. There is no doubt that for a 
city of international repute, the 
infrastructure is dismal. But 
putting the blame entirely on the 
administration and former PM 
Deve Gowda is unfair. The iT 
and ITES companies also have a 
responsibility, given that they 
have recieved some concessions. 

G. ANUPLAL, through e-mail 


Worth Reading 
Your cover story 20 Companies 
To Watch In 2006 (Br, November 
6, 2005) has picked a good mix- 
ture of giants as well as minnows. 
And the fact that it has been com- 
piled keeping in mind the views of 
venture capitalists, private equity 
firm executives, headhunters and 
CEOs, makes it genuine. Such sur- 
veys make business magazines 
more readable. 

SONAM, through e-mail 


Corrections 

In BT Trends (November 20, 2005), 
the photo of Anjum Bilakhia, MD, 
Micro Inks, has been incorrectly 
mentioned to be that of Chairman 
Yunus Bilakhia. Also, Anjum is not 
the son of Yunus, but his brother. 


Royal Cushion Vinyl Products Ltd 
was not formerly known as National 
Leathercloth Manufacturing Co, as 
stated in The Penny Stock Scandal 
(October 23, 2005). The two are 
separate companies. Also, the ac- 
companying picture is not that of 
Royal Vinyl’s plant. 


In Moneybags’ Money-keepers 
November 6, 2005), we wrongly 
mentioned that Azim Premji, 
Chairman of Wipro, banded over 
the management of part of 
bis wealth into the hands of 
Personal Wealth Managers at DSP 
Merrill Lynch. 

The errors are regretted. 
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Unsolicited articles will not be 
returned or acknowledged 
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Phone (Delhi): 51034706, 51529555, 
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Promise And Performance 


ALES OR MARKET CAPITALISATION? THE DEBATE ON 

which is a better metric for listings such as the one 
featured in this issue of the magazine will continue. One, 
sales, represents performance; the other, market capi- 
talisation, represents promise. When defined thus, it be- 
comes evident that there is a stage in a country’s de- 
velopment when sales will be a better metric for cor- 
porate listings, and there is one when market capitali- 
sation will be. In the us, for instance, most companies 
(barring a minority in really bleeding edge areas such as 
nanotechnology or biotechnology, and a few more in 
traditional technology domains) are in what can be de- 





scribed as a mature stage. Auto definitely is (in a mature 
stage in the Us). As are retail (despite Wal-Mart's stag- 
gering gains year-on-year), financial services, energy, and 
several other businesses. That isn’t the case in India, 
where most businesses are still in a nascent stage or have 
just hit their growth stride. In developed economies like 
the us, their here-and-now is itself attractive enough; in 
developing ones like India, the future will always look 
far better than the present. Ten years from now, then, 
a BT 500 based on sales may be a better reflection of 
India's Inc's pecking order. Today, only market capi- 
talisation can serve that purpose. 





WAll The Wealth Trickle Down Your Guts? 


F SOMETHING GOES WRONG WITH THE GREAT INDIAN 
Dream of becoming the world's second largest econ- 
omy, it won't be because corporate earnings have 
eventually dried up, or because the foreign institu- 
tional investors have stopped pumping in the green- 
backs, or because the government hasn't reformed 
enough (and fast enough), or because the West has sud- 
denly gotten sick of being spoonfed by pseudo-ac- 
cented jocks sweating it out in a tele-shop in 
Thiruvananthapuram. To put it another way, If the 
India story turns sour, it won't be because readers of 
Business Today—and, what the heck, those who pub- 
lish it too—didn't become filthily richer over the year. 

Enjoy it. Until they come to get you. 

The “they” in question are of course the three 
quarters of the nation's population who probably 
don't even make it to the perimeter of your brand-in- 
fested universe—yes, those ‘village folks,’ those poor 
sods who still can't muster up a (disposable? Ha!) in- 
come to buy a bicycle. Now this ain't no bleeding 
heart story but rather a red flag being waved frantically, 
albeit in no particular direction: What happens if all that 
wealth created by your copious consumption refuses to 
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A street urchin: No sign of trickle-down 


trickle down—as per one of the most compelling 
premises of capitalism—but prefers to just weld itself to 
your ever-expanding waistline? 

Sections of that 75 per cent of Unwashed India 
might then just come to get you. If this sounds suspi- 
ciously like Leftist rabble-rousing, consider what’s 
happening in Russia. According to a state report earlier 
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in the year on social and economic development, the 
gap between the rich and poor is widening, despite 
record-high oil prices (which has resulted in Russia hav- 
ing more millionaires than Japan, according to Forbes 
magazine) and sky-rocketing salaries. The report figures 
out that the richest 10 per cent of Russia’s population 
makes close to 15 times more than the poorest 10 
per cent—and that figure has been steadily rising; in 
2001, Russia’s filthiest rich were just 10 times richer 
than the most deprived. Result? Social unrest which 
makes itself visible on the streets. 

Sounds alarmist? Rewind a bit back to the Hurricane 
Katrina, where the biggest disaster from the point of 


Dangerous Business 


ERRORISTS CAN LURK ANYWHERE AS DELHI POLICE’S 

arrest of Tariq Ahmed Dar, a 32-year-old salesman 
at Johnson & Johnson demonstrates. They can have 
perfectly legitimate day jobs at respectable companies 
and normal lives with wives, children, relatives, bank ac- 
counts. Dar, who allegedly masterminded the recent se- 
rial bomb blasts in Delhi that killed 55 has an infant 
child and his wife is reportedly expecting their second; 
he has been photographed receiving an award from his 
company, ostensibly for achievements in his field of 
work—he sold products for a respected multinational 
corporation that is primarily known in India for its 
babycare products; and he used a debit card made 
out in his own name, like millions of middle-class 
Indians do, to pay for his stay at a Delhi guest house. 

Terrorists can and have easily permeated main- 
stream life. Terrorism is now no longer only about 
shadowy militant groups infiltrating the borders 
of the country and carrying out their dastardly 
deeds undercover. As terrorism can happen any- 
where, terrorists too can exist anywhere. A poten- 
tial terrorist could be your next-door neighbour, 
your colleague at work, the amiable guy at your 
bank or the nodding acquaintance you bump into on 
your morning walk every day. 

We're not being unduly alarmist, only realistic. 
On the flipside of the spread of terrorism into main- 
stream life is the backlash it is bound to have on com- 
panies and the business community. Tariq Dar is a 
Kashmiri Muslim. Will his arrest for allegedly hatching 
the Delhi bomb blast conspiracy affect the hiring poli- 
cies of his and other companies when it comes to can- 
didates from the same community? Will companies re- 
sort to stringent profiling of some candidates in their re- 
cruitment processes? Will it have a negative impact on 
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view of the American Dream wasn't the deaths caused 
by the tempest, but the rape, pillage and plunder that 
followed. The hurricane succeeded in squeezing out 
some of the basest instincts in New Orleans simply be- 
cause that's the way people without food, money and 
care (just a prayer is never enough) react in a crisis— 
they turn into animals. Creatures of a similar pedigree 
are walking the streets of Parisian suburbs, torching ve- 
hicles, warehouses and even schools. Most of these el- 
ements would typically be young unemployed (or un- 
stably employed) immigrants, or semi-skilled blue col- 
lar workers in dying industries. 

Will they come to get you? 





Tariq Ahmed Dar: Salesman-turned-terrorist 


the already quite low employment potential of educated 
youth in Kashmir? 

For obvious reasons, since the beginning of ter- 
rorism in Kashmir in 1989, industry has tread carefully 
in the state, with some businesses shunning the region 
altogether. Many marketers of consumer goods accord 
low priority to the region simply because the high risks 
faced by their personnel operating there and those 
faced by their offices and establishments are not 
worth the business that may be generated. That, cou- 
pled with intensified militancy, has shrunk the op- 
portunities for Kashmiri youth. Lack of opportunities 
mean less jobs for young people of the region and, 
well, less jobs translate into frustration for the already 
alienated people there. 

The backlash of the Dar affair could make things 
worse, particularly if business decides to tread care- 
fully. One salesman who turned out to be a terror- 
ist should not tar an entire community but if com- 
panies choose the safer option and turn hesitant or 
unwilling to hire people from the region, the out- 
come will be adverse on the potential job-seekers 
there as well as business in general. 8 
































Tre 


Paradise Lost INSTAN 


The fortnight's burning question. 













































The government of the day is doing its best to 
ensure that India loses its charm for foreign 
investors. ASHISH GUPTA 


ALL ME CASSANDRA. IT SEEMS A TRIFLE DEMENTED TO MAKE A CLAIM 
such as the one above in a year that could be India’s best yet in terms 
NLA of foreign direct investment (FDI). By some estimates India will end 
December this year with some $8 billion (Rs 36,000 crore) of that. 
Then, there's the money being invested in Indian stock by Foreign 
Institutional Investors (Fils)-until November 12, they had invested $7.7 bil- 
lion, Rs 34,650 crore—although this amount shouldn’t really be taken into 
account because the breed will sell or buy to feed its hunger for return, not 
out of some desire to participate in a country’s long-term growth story. 
India, for those who haven’t been reading the papers, even this mag- 
azine (and thereby missed reading the utterances of such leading corpo- 
rate lights as Arun Sarin, Vodafone’s CEO, or John Chambers, Cisco’), is 
the country to do business in for any company. Its companies are doing . 
well, although the rate at which revenues and earnings are growing has 
come down a bit (as it will), and some of its consumers, especially those 
who live in cities and towns and work for the private sector or the 
government, are consuming more of everything, talk-time and televisions, 
cars and consumer goods, even loans. There is a large number of people, 
at least half the country’s population of a billion-three (1.3 billion), 
that doesn’t do any of this, but that doesn't seem to bother companies, · 
both domestic and local. The other half, the consuming one, is still. 
large enough to be bigger than entire countries. 
In an economically far-sighted country, the government of the дау. 
would try and use one, and the gains of it, to offset the other. That 
would simply mean taking from the rich and giving to the poor. When the 
United Progressive Alliance came to power in May 2004, its Finance 
Minister, the erudite lawyer P, Chidambaram, promised a fresh ap- 
proach to tax (and its collection). Alas, this approach has degenerated into 
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more ways to harass the very people who pay tax, 
rather than find those who don’t. A recent move to 
target those people who spend more than.a certain 
amount on their credit cards or invest more than a 
certain amount in mutual funds, is likely to result in 
no gains; tax evaders believe in cash, not credit 
cards, and anyone who invests in mutual funds 
(at least above a certain mandated amount) is re- 
quired to furnish details of a Permanent Account 
Number (PAN) assigned to all tax-payers. If the UPA 
doesn't manage to take from the rich, how will it 
ever give to the poor? Its noble intentions, evi- 
dent in schemes such as those that guarantee 100 
days of assured employment to one member of 
poor families under the National Rural Employment 
Act (cost: Rs. 10,000 crore in the first year, and 
more in subsequent ones), and Bharat Nirman, a 
four-year plan to develop rural infrastructure, 
roads, power, water, telephony, housing, irrigation, 
the works (cost: Rs 1,74,000 crore over the period) 
may have to be funded out of deficits than addi- 
tional tax revenues. - 
There are other signs of the government's 
inertia: Disinvestment is off, although now, with the 
end of the financial year a mere four months away, 
some noise is being made about a new list of com- 
panies where the government will sell a minority in- 
terest; banking-reforms have proved a non-starter 
fe one is sure what a status of a Bill that would 

have brought down the government’s stake in pub- 
lic sector banks to 33 per cent is); FDI in retail re- 
mains a grey area} the pension sector is still closed 


` Ifthe UPA doesn't 

manage to take from 

/ the rich, how will it 
ever give to the poor? 












































to the private sector; labour reforms are a taboo 
subject; and the National Urban Renewal Mission, 
which would have improved infrastructure across 
60 cities through a Centre-state partnership, is 
taking far too much time to be created (even as cities 
such as rr-showpiece Bangalore slowly rot). Worse, 
it has rendered effete the reform-minded Elec- 
tricity Act of 2003 by extending the deadline for 
State Electricity Boards to unbundle their 
transmission and distribution operations from 
December 2003 to December 2005, Then, as econ- 
omist Surjit Bhalla puts it, the UPA is a populist 
government and, “since populism is the very an- 
tithesis of reform, it would be foolish to expect re- 
forms from such a government”. 
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| Oi the ceiling on Foreign Direct investment in 
` the telecom sector to 74 per cent. Nine months and a few 








CHANNEL MONEY AT STAKE 
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Deal 


THE 250+ 


N FEBRUARY 2 THIS YEAR, THE GOVERNMENT DECIDED TO 


days later, on November 7, it notified this decision. 
This was a few days after Vodafone's deal with Bharti 


: Tele-Ventures (the global telco took а 10 per cent stake 


in the Indian one for $1.5 billion or Rs:6,750 crore), and 
by then, most people knew that the notification was a few 
days away and a mere formality at that. 

Still, nine months is a bit, and not quite in keeping 
with the image of a country that sees itself as. an emerg- 


: ing economic powerhouse. Contrary to popular percep- 


tion, however, the delay had more to do with ham- 
mering out the details, than an opposition from. the 
communist parties, key allies of the ruling. United 
Progressive Alliance. Clauses such as those mandating 
that management control must vest with an Indian en- 
tity had already assuaged their concerns by the time the 
government made the announcement in February. It 


. was the niggling details—the beneficial stakes of foreign 
. companies in telcos through their minority stakes in 


public sector banks, for instance, is not to be taken into 


. account while calculating the FDI ceiling—that took 
. time. That апа some red tape. 
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Volcker: What’s The Pay-off? 


Forget the kickbacks, just how much did Indian firms make? Nothing, it would emerge. 


Actual And Projected Illicit Payments On Contracts For Humanitarian Goods 
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Ajanta Pharma 5% .69 | К 0.20 Be 

Alembic Chemical BOO 5975 018 _ 0.18 2400. 

Angelique International ^ 9.91 1089 — 04M | 092 80,400 

Cosmos International - 3.94 420 _ 0:300. 7.791031 55,763 = 
Godrej & Boyce —— 133 073 0145 0.12 0.11 2,400 

Kirloskar Brothers 484 — 558 N RS 0.18 72,000 

Kirloskar Oil Engines 558 — 1 560  — 016 1:016 RA, 

Mauria Udyog — 97  Á— 3 — 10.48 SUR) 5091 BA IP 

NSIL Exports _ _ HIE: 1852 -175.— 15121-2123... 1098. 
Paramount Сот 666 6.31 SRT 21 PRE ASS АА 

PCP International 248 26.80 HS: 1.31 210,633 

Priyanka Overseas — 30.29 2292 . 26 AE е БШ = 

Ranbaxy Labs — 1 645 1M __ .— 015  . 015  — 720 

Reliance Industries 045 0.45 NA. NA. NA 

LTOverseas —— 1983-10 2128s 067 à 067 LASTS. So ES 3 

Northern Projects — — 1343 14.29 | | 065 | 072 243250 ` Volcker: What, no 
Tata International 12.59 12.97 0.37 0.40 37,925 money? 


N.A.: Not Available * After Sales Service Fee; Source:Independent Inquiry Committee into the United Nations Oil-For-Food Programme 
All figures in $ million, except Inland Transportation Fees, which is in $ 


HE INDEPENDENT INQUIRY COMMITTEE INTO 
| the Oil-for-Food Programme has named 
over 120 Indian firms in an exercise that 
shows how the previous Iraqi regime manipulated 
the programme and diverted some $1.8 billion (Rs 
8,100 crore ) to purposes other than those mandated 
by the uN. The report has already cost external af- 
fairs minister Natwar Singh his job and worried 
the Congress; both are described by the report as 
non-contractual beneficiaries. 

As far as the companies, such as the ones listed on 
the table on this page, are concerned, they have 
nothing to worry about, says M.C. Pandey, for- 
merly India’s first secretary in the Indian Embassy at 
Iraq (2000-05). All their “transactions happened 
through a United Nations’-monitored Line of 
Credit”. The non-contractual beneficiaries, espe- 
cially those that lifted some amount of oil, seem to 
have gained financially. Reliance Petroleum maintains 
that it paid no kickbacks or surcharges (the report 
alleges that it did). And Natwar Singh and the 
Congress party say they have had no financial deal- 
ings with Iraq, as alleged in the report. 

KUMARKAUSHALAM 
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The Non-contractual Beneficiaries: 
What Did They Make? 


NLIKE THE FIRMS NAMED IN THE TABLE ABOVE, NON-CONTRACTUAL 

beneficiaries leveraged an arbitrage opportunity to good 
effect. The oil was issued to them at a discounted rate; even af- 
ter a surcharge of $0.25 (Rs 11.75 then) per barrel levied illegally 
by Iraq in 2001, they stood to gain because the market rate was 
appreciably higher. The actual difference was a function of 
when the oil was lifted and the prevailing market rates on 
that day. According to this magazine's estimates, the profit on 
the ‘Natwar Contract’ could have been at least Rs 7 crore (or it 
could have been around Rs 12.05 crore), that on the ' Congress 
Contract' could have been Rs 2.93 crore, or it could have 
been as high as Rs 23 crore, and that on the 'Reliance 
Petroleum' contract could have been as high as Rs 300 crore (or 
it could have been appreciably lower). The variance arises be- 
cause oil prices did fluctuate pretty wildly in 2001 when the oil 
is presumed to have been lifted by these ‘beneficiaries’ based on 
the dates when the surcharge payments were made. It is im- 
possible to arrive at the exact amount without knowing the date 
on which the oil was sold because crude oil prices on the 
spot market tend to move erratically. 
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NCE THEY WERE PURE BROKERAGES, 
merely executing deals in the stock 
market. Now, Anand Rathi Securities, 
Karvy Stock Broking, Edelweiss Capital 
and new-kid-on-the-block Dawnay Day 
Financial Services are diversifying into 
businesses such as commodity trading, in- 
е Flying out?: No, just making a trip to the mall vestment banking and real estate funds. 
The opportunities presented by a boom- 

2 ing market, and the fact that multinational 
Captive Customers brokerages offer all these services to cus- 
| tomers that prefer to deal with one entity 

Cabin-economics 101. | rather than several, is one reason for this 
diversification, according to Amit Rathi, 

N IRLINES HAVE ALWAYS KNOWN THAT THERE IS MONEY TO BE MD, Anand Rathi Securities, which re- 





YAVA 75 чү4аза 


made from the fact that their customers are captive. At | cently launched a Rs 500-crore real estate 

30,000 ft above sea level, there is, literally, nowhere to run, | fund. “Apart from diversifying risk for the 
nowhere to hide. It is only now, with discount airlines—at last | brokerage, this helps hold on to cus- 
count there were four of them operating in the country—flying | tomers by providing products across all as- 
high, that they are looking at parlaying this knowledge into more | set classes and markets,” says Ambareesh 
money for themselves and cheaper tickets for passengers, the kind of | Baliga, VP, Karvy Stock Broking. 
result management consultants like to refer to as a win-win. That’s Thus, Dawnay Day is planning a real- 
the kind of thinking that has allowed Michael O’Leary’s Ryanair to | estate fund, Edelweiss has already di- 
offer tickets at prices as low as one Euro cent (55 paise); indeed, the | versified into investment banking (for ini- 


" man is now considering an on-board casino, in the hope that revenues | tial public offerings) and commodity trad- 
W from this operation will allow him to charge people nothing for fly- | ing, and will soon launch a real-estate 
ing them from point A to point B. fund, and even banks such as Yes Bank 


Captain G.R. Gopinath, Mp, Air Deccan, thinks likewise. | and UTI Bank have ventured into i-bank- 
“Advertising, and the products we sell, can make a large dent in the | ing. The market is still out there, reasons 











E price we charge for the ticket and at the end of the day, our pas- | Alok Vajpeyi, Vice Chairman and MD, 

А sengers want a cheaper ticket.” Air Deccan has ап arrangement with Dawnay Day Financial Services. “Players 

| Delhi-based АУА Marketing to sell branded products at highly dis- | haven't even scratched the surface." 

f counted prices on flights. A Hidesign bag that retails at Rs 2,000, for | Then, more businesses mean the need 
instance, is available on-board an Air Deccan flight for Rs 1,500. The | for more expertise and smaller firms may 
prices are low because AvA Marketing sources the products directly | soon find themselves 
from the manufacturer. “Within the next three-four years, I would | in consolidation- 

] expect 15 per cent of our revenues to come from things other | mode or part of 
than selling passenger seats," adds Gopinath whose company gets a | someone's consoli- 

3-4 per cent commission on sales. | dation plans. \ б 
Other airlines have similar plans. “We aim to give our guests (the | MAHESH NAYAK z 

к airline quirkily terms passengers thus) a complete experience and we - 

> 





will tie-up with brands that we believe share the same philosophy as 
Kingfisher,” says Girish Shah, GM (Marketing), Kingfisher Airlines, 
which will soon start selling products on-board. 

Jet Airways did try something a few years ago, but dropped it “be- 
cause it was obviously not making money for us”, according to a 
spokesperson. The key, as any good retailer will vouch, is to offer 
a range that is large enough to capture the passenger’s interest at 
prices low enough to encourage purchase. 


Dawnay Day's 
Vajpeyi: | 


| 
| 
KUSHAN MITRA | 
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It’s Back 


Cricket's back, say some experts. Was it ever away, ask others. 


Y THE TIME THIS MAGAZINE 
B hits the stands on November 

17, the Indian cricket team 
would have begun its five-match 
one-day international (ODI) series 
against South Africa, and depending 
on its outcome (and on how the 
Indian team won or lost), people in 
the business of cricket will know 
how close they are to cashing in 
on a Rs 2,000-crore advertising op- 
portunity. Three weeks ago, at the 
start of the seven-match ODI series 
against the visiting Sri Lankans, that 
opportunity, the amount of adv- 
ertising and endorsement money 
at stake between now and World 
Cup 2007 (see Un-ending Season 
for India's schedule), looked out 
of reach. The Indian cricket team 
was in a disarray following a very 
public spat between its coach and 
captain, and its performance, noth- 
ing to worry the six teams ahead of 
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registered an emphatic victory in 
the first match of the series against 
the Lankans at Nagpur. “We man- 
aged to sell a 10-second spot on DD 
Sports for Rs 2,50,000 and рр1 
for Rs 2,00,000 against the Rs 
50,000-70,000 we got for the 
Indian Oil Cup in August this 
year.” Prasar Bharati’s total take 
from the series against Sri Lanka: 
Rs 130 crore. 

Broadcasters such as SET Max 
and Ten Sports, which own five of 
the 10 cricket properties that make 
up the next season, expect a 50-60 
per cent increase on those rates. 
“We expect to get a higher pre- 
mium because we have the best 
of cricket properties lined up till 
the World Cup,” says Rohit 
Bhandari, Executive Vice President, 
SET. And advertisers are playing 
along with even those who do not 
usually advertise during cricket 


it in the International Cricket 
Council's opi ranking. 
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ucts behemoth Hindustan Lever 
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Now, the Lankans, #2 in the 
rankings, are heading back after a 6- 
1 blue-wash, and the new cricket 
calendar is beginning to look prom- 
ising. Advertising rates, that had 
plunged 600 per cent to Rs 50,000- 
70,000 for a 10-second spot earlier 
this year, are poised to rise again 
and the faith of broadcasters and 
advertisers alike in cricket has been 
restored (actually, most of them 
claim it never went away). “Cricket 
is a winning property any day," 
says Sharmistha Rijwani, Managing 
Director, Taj Television (it owns 
Ten Sports). “It only gets better if 
the Indian cricket team is in its el- 
ement." Actually, says Vijayalakshmi 
Chabbra, Director (Marketing), 
Prasar Bharati, it got better once 
India announced a new-look cricket 
team (sans former captain, the con- 
troversial Sourav Ganguly, although 
she doesn't mention this) and 


22 BUSINESS TODAY DECEMBER 4 2005 





AN UN-ENDING SEASON telecasts, such as consumer prod- 


Limited jumping on to the band- 
wagon. "Return on investment in 
cricket still remains the highest," 
says Ashutosh Srivastava, CEO, 
Group M India, a media buying 
house. "It continues to remain the 
only property on television with a 
pan-India appeal and a much 
higher reach." Moreover, cricket's 
TRPs are also on an upswing. 
Average TRIS of the India-Sri Lanka 
series, at between 6 and 8, have 
been much higher than the 10C 
Cup's 3-5, and this change has 
happened in two months. 

The endorsement business is 
booming too, with everyone from 
captain Rahul Dravid, new sen- 
sation M.S. Dhoni to old favourite 
Sachin Tendulkar raking in big 
bucks. Then, a miserable series 
against the South Africans could 
change everything. 
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Q&A 


“India Is Closed To Us” 


AVID FERNANDEZ, 
D Morgan's 
Head of Emerging 


Asia Research, based in 
Singapore, speaks to BT's 
Anand Adhikari on the 
trends in foreign inflows 
into debt instruments in 
emerging markets and the 
road ahead. Fernandez, 
who was earlier an econ- 
omist in the Council of 
Economic Advisors in the 
George Bush administra- 
tion, makes a strong case 
for pushing up short-term 
interest rates at a meas- 
ured pace. Excerpts: 


In the past few years, 
emerging markets, includ- 
ing India, have witnessed 
record equity inflows from 
foreign institutional investors. 
What has been the situa- 
tion in safe heaven asset 
'debt' markets in terms of 
foreign inflows? 

Foreign inflows have been 
at a record level in the debt market as well. As the de- 
veloped market suffered from a low-yield factor, global 
fund managers needed to diversify. In most places, 
the fund inflows outstrip supply. In many places, the im- 
balance has been very large. This has brought spreads in 
emerging markets down further. We have also seen for- 
eign debt players increasingly diversifying their debt in- 
vestment portfolio outside the traditional sovereign 
debt to high-yield corporate paper. 


Which are the preferred destinations for foreign investors in 
the debt market space? 

Brazil is probably the most preferred destination for 
global market players followed by Russia. In our 
view, Asia typically suffers from absence of high- 
yield debt securities. The fundamentals are strong, but 
it suffers from the same fate as the developed market 
due to a low-yield factor. 


Back home we have seen a waning interest among foreign 
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investors in the Indian debt 
market. In 2005, the foreign 
investors have pulled out over 
$555 million (Rs 2,497.5 
crore) from the debt market. 
How does India fare in the 
debt market ranking? 

India doesn't have any for- 
eign currency-denominated 
sovereign debt. There are 
also restrictions on the 
amount of foreign capital 
participation into India's 
local debt instruments. The 
reality is that the Indian 
debt market is effectively 
shut for foreign players. 


We have all seen how (in the 
US) Federal Reserve Chairman 
Alan Greenspan has addressed 
inflationary pressures through 
a measured hike in the short- 
term Fed (bank) rates, which 
have moved from a decade- 
low of one per cent in June 
2004 to 4 per cent now. How 
have the central banks in 
emerging markets been 
reacting to inflationary pressures? 

Globally, this trend toward higher rates is fairly uniform. 
There are exceptions in places like Turkey and some 
places in Latin America, where the inflation is still 
falling and they can afford to cut interest rates. But hav- 
ing said that, the us Fed has really set the tone without 
doubt with successive policy rate hikes at a measured 
pace since June last year. The gradual inflationary 
pressure is now being felt in Asia too. I think the cen- 
tral banks in Asia are gradually following the Fed. 


жүз NINDOS 


Are they doing enough? 

The cautionary tale here would be what happened 
in Indonesia (on November 1, the country increased the 
rates by 125 basis points to 12.25 per cent) where 
the Central Bank waited and waited too long and 
then had to pay for that with very sharp currency 
weakness followed by sharp increases in interest rate 
movement in order ro tide over the inflationary 
expectations. 
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Smell A Scam? 


Karnataka's land-allotment to IT firms is not unique. 


HIS MAGAZINE DOESN'T KNOW WHY 


Infosys needs 845 acres of land. LAND ALLOTMENT: 





Nor does it know at what rate Infosys COMPANY LAND ACTUAL COST DISCOUNT 

acquired the land on which its leader- M (In Rs lakh/acre) (94) 

ship centre in Mysore stands (this is the 

one where Deve Gowda is hinting a |NFOSYS 300 acres Electronics City 35 20 

scam). This land was allotted in 1997, SP — Zlacres Whitefield T nbl 40 

when the J.H. Patel-led government 3 , 

was in power in the state. CISCO 20 acres _ Sarjapur Ring Road 55 40 
What does emerge in a review of IBM _ 1.2 lakh sq. ft Outer Ring Road 50 30 

all land allotted to rr firms across the FIDELITY 2.2 lakh sq. ft Outer Ring Road 50 30 

states of Karnataka, Tamil Nadu, INVESTMENTS 

пана Pradesh ni West Bengal В MOTOROLA —— 2lakh sq. ft Whitefield EO "n RT 25 

that the practice of attracting suc i : o 

firms by Offering significant discounts АТ. 2 lakh sq.ft — Outer Ring Road 50 30 

is а common one. In West Bengal, HP 15lakh sq.ft Whitefield 50 40 

for instance, where information on SAMSUNG 1.85 lakh sq.ft CV Raman Nagar 60 40 

specific instances is unavailable, land PHILIPS 7 lakh sq.ft Nagavara 35 30 


in the Salt Lake (Sector-V) area, which 
is valued at Rs 1.5 crore an acre, is 
offered to rr firms at Rs 66 lakh, a dis- 


count of 56 per cent. In Rajarhat LAND ALLOTMENT: 


New Township area, land is offered at 
Rs 1.5 crore an acre against a market ШАШ LAND DISCOUNTED RATE MARKET RATE 
(Іп Rs lakh/acre) (In Rs crore/acre) 


Sources: KIADB, industry analysts 


price of Rs 2-2.5 crore, a discount 
of 25-40 per cent. 

There is no harm in cities and states 
accelerating the rate of their dev- VISUAL SOFT _  15acres 





AMAZON > 10 acres 


. Nanakraguda 2-3 
 Nanakrguda 2-3 


as this to companies. However, gov- — SIERRAATLANTIC 7 acres 
ernments would do well to remem- VIRTUSA DECEM 


ber that Mumbai's mill land contro- 
versy has its origins in a similar practice 
followed in the early- and mid-1900s. 

RITWIK MUKHERJEE, RAHUL 
SACHITANAND & NITYA VARADARAJAN 


Nanakraguda 2-3 


60 
85. i 
elopment by proffering subsidies such PORTAL PLAYER 5 асгеѕ 85 Nanakraguda 2-3 
85 
85 Nanakraguda 2-3 


6 acres 









LAND ALLOTMENT: 


YEAR LAND ALLOTTED BENEFICIARY DISCOUNT 
(AT RS 50 LAKH/ACRE) (%) 








2005  80acres _ INFOSYS 77 
2005 50acres TCS 71 
2005 50acres —  — à НАН 77 
"(market rate Rs 1.5 crore) 
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The Tamil Nadu Government usually allots land only through 
designated parks, whether it is for industries or IT. Only in 
these three cases (which are not in parks) has it provided 
land adjacent for expansion. 
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India's Hardware Hub? 


IRST, IT WAS FINNISH TELECOM EQUIPMENT MAJOR 
Е that announced its decision to put 
down a manufacturing facility in Tamil Nadu. 
Now, it is the turn of Singapore-based electronic 
manufacturing services (EMS) biggie Flextronics to 
decide in favour of the state. The entry of EMS com- 
panies usually indicates the emergence of a local 
economy as a viable base for manufacturing (their 
business model revolves around cost and efficiency) 
and this case is no different. Tamil Nadu government 
officials say that a clutch of other investments, from 
smaller manufacturing companies, are in the pipeline. 
When that happens, Tamil Nadu will supplant 
neighbour Pondicherry as the centre of gravity of 
hardware manufacturing in the country (it helps 
that rr Minister Dayanidhi Maran is from the state). 
With Chennai emerging the preferred destination for 
software firms, Indian and multinational, TN could 
well be the state to watch, That would only be in the 
fitness of things for a state that was the first in the 
country to draft an Information technology policy. 
NITYA VARADARAJAN 


... And Orissa Its Steel? 







Pso 2... І2МТРА 
Es ДМА _ 
TaaStel 2 . 6MIPA | 
Bhushan Steel & Strips З МТРА - Rs 5,828 crore 


Seite 2 SMA Rs 12,500 crore 
Murugappa Group” 0 25MIPA Rs 6,000.crore | 
Rungta Mines — — 1MTPAx2 — Rs22/5cne — 
Stats Steel india — SOMIPA  Rs&55croe — 
Brand Alloys — — 27 МТРА RS 307 crore — 
Jay Balaji — :. 33MIPA Rs 321 crore 





Jindal Stee! & Power — 6MTPA** — 
Eastern Steel & Power .  .25MIPA — В525400е — 
Miu — — 5МРА Rsl2500core — 


TOTAL 2. 44.85 МТРА Rs 1,18,375 crore - 


* (The land has been acquired in the name of Murugappa Group) _ 
МТРА: Million tonnes per annum (expansion from 2 MTPA) 


the 2000s (there are more, but this is an if-then 
kind of thing), it has to be Orissa, which has 
finally parlayed an abundance of natural mineral 

resources into a strong manufacturing base. 
RITWIK MUKHERJEE 


I: THERE IS ONE STATE THAT IS A SUCCESS STORY IN 
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VEN AS GLOBAL MARKETERS 
E cese follow and copy 

the model adopted by 
Korean chaebols in the con- 
sumer electronics and automo- 
biles industries, Hyundai 
Automotive Group (which inc- 
ludes, besides Hyundai Motors, 
Kia Motors, INI Steel and other 
affiliates) has gone ahead and 
copied an age-old, and now out- 
dated, communication model of 
some European multinationals. 

By setting up Innocean, a 
company-owned advertising 
agency to handle its $300-mil- 
lion (Rs 1,350 crore)-plus global 
advertising budget, including 
that in India, Hyundai has done 
what Lever Brothers (Unilever A Hyundai ad: Doing 
now) did way back in the 1920s it the Korean way 
when it created an in-house 
agency, Lever International Advertising Service, later 
Lintas, now Lowe, and part of the Interpublic Group. 
Why, even India's fourth biggest agency, Mudra, started out 
as an extension of the Reliance Group. 

The need to tightly control both costs and creative out- 
put, is being cited as the reason for this move. "Agencies 
have lost their identities and are only as good or bad as their 
people, who are constantly on the move," says Sanjiv 
Shukla, Marketing Head at Hyundai Motors India, on 
the reason behind the move. There's no telling whether 
Innocean will escape that trend. 

For the record, Hyundai did have an in-house com- 
munication unit in South Korea, Diamond Ad, which was 
sold off to UK's Cordinat Communication Group (which was 
subsequently acquired by WPP in 2003) in 1999. Even 
after Hyundai Motors spilt with the larger Hyundai Group 
in 2000, Diamond Ad continued to be the automaker's 
agency in Korea till last year. 

Most Korean firms do seem to prefer an in-house 
agency. Samsung owns Cheil and LG likes its advertising 
to be handled by LG Ads (now owned in most markets by 
WPP). “In the last four-five years, as Korean companies 
went global, their agencies have simply followed them,” 
says Viren Razdan, Senior Vice President, Cheil 
Communications. Only Hyundai has gone the whole hog 
and given Innocean (a creative-only agency) all its work in 
India. Cheil still handles just about 70 to 75 per cent of 
Samsung India’s ad business, with Grey Global being 
the outsider here. 
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HYDRA ENERGETIC 


DAILY ANTI-FATIGUE 
MOISTURISING LOTION 


Looking tired and worn out? Not getting enough sleep? Fight back! 
Hydra Energetic, moisturising lotion with Vitamin C. 


Your skin feels revived, 






recharged with energy 






Healthy look 


ENERGETIC 

DAILY ANT-FATK 

24 hr hydration, non greasy, non-sticky rapid penetration formula 
Apply every day all over the face, morning and/or evening 


Used after shaving, it soothes razor burn 
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Is Retail Worth It? 


Another IPO, another high valuation, but what's the secret? 
Riding 






SOUMIK KAR 


VERY STOCK MARKET BOOM 
Е companies strive for 

maximum pricing in their IPOs 
(initial public offers). The current 
boom is no different. The instances 
of Jet Airways and Suzlon Energy 
that commanded significant premia 
for their stock during an IPO, yet 
managed to be over-subscribed, are 
still fresh in the minds of most in- 
vestors. Piramyd Retail, which has 
priced its issue in the Rs 120-140 
band, is another such. In a recent 
report on the sector, Citigroup main- 






ARC Chairman Moily: A reformist 
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Gross Income 


**As on Nov. 11, '05 


tains that retail stocks are overvalued. 
“High sales and earnings growth ex- 
pectations, scarcity premiums, and 
acquisition premiums are being built 
into current retail stock valuations,” 
it states. Retail stocks have seen their 
prices rise some 300 per cent in the 
past 12 months. “All this has been 
made possible on account of few 
companies in the sector being listed, 
which may not be a sound enough 
reason to justify that kind of valua- 
tion," says the head of research at a 
Mumbai-based brokerage. 





Gross income and net profit are in Rs crore for H1 ended Sept. 30, '05 
*For Q1 ended Sept. 30, '05 


The Boom 


7.65 


Gross Income 


^ As on Nov. 9, '05 


So, is the Piramyd stock worth 
the asking price? Not really, says a 
report issued by equity research 
firm BRICS that has given the stock 
an ‘Avoid’ rating. One reason for 
that is the company's low net profit 
in the first half of this year (Rs 50 
lakh). Still, given that stocks in the 
sector still enjoy a scarcity premium 
(one that will rapidly erode as more 
companies in the business tap the 
market), the Piramyd stock is likely 
to do very well. 

KRISHNA GOPALAN 


THE MAN REFORMING 


HEN A MAN SAYS HE BELIEVES IN "RIGHTSIZING, NOT DOWNSIZING" AND THAT 
the "effective use of technology is key to administrative reforms", 
you know he is serious about his mandate. The man is Veerapa Moily, 
the former Chief Minister of Karnataka, and he has been appointed 
Chairman of the second Administrative Reforms Commission (the first one 
dates back to 1967 and was headed by the late Morarji Desai who went 
on to become India's Prime Minister). Moily says his commission will look 
at everything from improving the organisational structure of the govemment 
to facilitating public-private partnerships and insists that he took up the 
job only after India's PM Manmohan Singh assured him that his "rec- 
ommendations would be implemented". Is this just another panel or some- 
thing that will expedite administrative reform? Only time will tell. 
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think youre ageing well? She thinks you're letting yourself go. 


VITA LIFT 


COMPLETE ANTI-AGEING 
MOISTURISING CREAM 


Signs of ageing, sagging skin and wrinkles? Fight back! 
Vita Lift, moisturising cream with Pro-Retinol. 


Anti-sagging on face and neck. 
Wrinkles appear visibly reduced 
Revitalised skin. 


24 hr hydration, non-greasy, non-sticky formula 
Apply every day all over the face, morning and/or evening. 
Used after shaving, it soothes razor burn. 


L'Oréal Paris is available at select stores across India. For advice, call on the toll free number 1600 22 5646 
or e-mail at advisor@lorealindia.com or for more information, visit www.lorealmen.com 
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THE PANELISTS 


SPEAK 
BIBEK DEBROY 


2005-06 
% GROWTH 


GDI 7.8 


Industry 8.5 
Agriculture 3.5 


9 
5.5 


Inflation 


SUBIR GOKARN 


2005-06 
% GROWTH 


GDP 7 
Industry 7.4 
Agriculture 2.5 
Services 8.5 
Inflation 6 
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2005-06 

% GROWTH 

GDP 7 
Industry 8 
Agriculture 8:5 
Services 8.5 


Inflation 6 


AJIT RANADE 
2005-06 


% GROWTH 
7 


7.5 
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8.5 
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The Great Indian Saga: Get, set and go, says the BITE panel 


A Vote For The India Story 


The Board of India Today Economists is bullish on growth. 


HE BOARD OF INDIA TODAY ECONOMISTS (BITE), ^ HEAVYWEIGHT 

panel comprising five of the country's leading economists, 

have given the country's economic growth story a resounding 
vote of confidence. 

Says Ajit Ranade, Chief Economist, the Aditya Birla Group: “I am 
confident that the consumption growth is sustainable.” His logic: 
credit offtake has been growing at 30-35 per cent a year for the last two 
years, an all-time record. As proof, he points to the turnaround in the 
FMCG sector, which is increasingly being driven by rising rural incomes. 

This is important, as India’s growth is being fuelled primarily by 
domestic consumption, which accounts for over two-thirds of Gop— 
unlike China's investment and export-led growth. “Incomes are grow- 
ing at around 7-7.5 per cent per annum; therefore, total consumption 
expenditure is likely to grow at over 6 per cent. The EMI story has made 
things affordable, limited one's cash outflows and positively impacted 
businesses like durables and automobiles," says Siddhartha Roy, Chief 
Economist, Tata Group. 

This, despite an imminent hardening of interest rates! “Rates may 
rise about 25 basis points, but I don't think this will have any impact 
on consumption," says Bibek Debroy, Director, Rajiv Gandhi Institute 
of Contemporary Research 

But Subir Gokarn, Chief Economist, CRISIL, warns of a possible con- 
sumption bubble developing. *Housing is not a risk-lending business 
in India because the average home owner invests 30 per cent of the 
value himself. But the chances of defaults will rise as banks become more 
aggressive, and the home buyer's equity drops to 5-10 per cent." 
Shankar Acharya, Member, 12th Finance Commission, too, sounds a 
note of caution. “People are increasingly shying away from publicly pro- 
vided facilities such as education and healthcare in favour of private fa- 
cilities, for the simple reason that the former does not work. But 
this is an area of concern as the absence of publicly funded services hurts 
the poor who do not have other options." But despite these caveats, all 
the panelists were unanimous that the GDP will grow at 7 per cent at 
least. The discussion was moderated by Jairam Ramesh, Congress MP 
and a veteran economist 

KUMARKAUSHALAM 
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THE RURAL 





VERY MARKET REACHES A POINT OF SATURATION AT 
some point in time. At that stage, companies 
need to think on their feet and identify new 
markets quickly. The case of wireless telephony in 
India is perhaps the most interesting, with urban 
India reaching comfortable levels of penetration 
and the rural hinterland waiting to be tapped. “The 
growth of wireless subscribers from rural India is sure 
to be the next big story,” predicts Bhagwan D. 
Khurana, Group President, Reliance Infocomm. His 
company has rolled out its services across the coun- 
try and Khurana himself admits to being surprised by 
the way some of the markets have responded. So, 
where did the surprise come from? "From places like 
Bihar and Orissa," he points out. According to T.V. 
Ramachandran, Director General, Cellular Operators 
Association of India (COAI), almost all urban centres 
have been covered. That clearly leaves 750 million 
residents of semi-urban and rural centres as a pot- 
ential market. "It is most certainly not a case of these 
people not being able to afford the service. It's just 
that they are waiting for the service to reach them," 
he explains. That's already beginning to happen. 
KRISHNA GOPALAN 
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Governing the Corporation: 


Global Perspectives in the Indian Context 


4-6 January 2006 * Mumbai, India 


Wharton faculty will integrate global perspectives wit! 
the challenges of corporate governance in the Indiar 
context. This unique program, the first of its kind in 
Asia has been designed especially for India, and 
SAARC audiences by Wharton in collaboration wit 
Egon Zehnder International and members of the Indiar 
business community. 


Session Topics: 
Who Does the Board Represent? 
The Role of the Audit Committee 
Ethical, Fiduciary, Legal, and Social Responsibil 
Boards and Corporate Strategy 
Succession Planning 
Board Compensation 
Investor Capitalism 
Boards in Family-Managed Businesses 
Board Performance and Board Review 
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Who: Shankar Annaswamy, Managing 
Director, IBM Global Services, India 


Why: Because IBM has acquired 
Network Solutions, a Bangalore-based 
systems integration and infrastructure 
firm for an estimated $40 million (Rs 
180 crore); and because the buzz is 
that a still hungry Big Blue is now 
looking at Chennai-based software 
services firm Polaris, a strong player in 
the banking and financial services 
segment 


Is it: No, say both companies 


Rationale: Polaris has long suffered 
mid-sized pangs; its most recent net 


DEEPAK G. PAWAR 





Asiatotal.net's Chen: Free for all 


1° Free 
[n HAVE TRIED SEVERAL 
innovations to get around the 
problem of low PC penetration. 
However, even the Rs 10,000 
that some such devices cost 
could be too much for people at 
the wrong end of the digital di- 


profits, for the six months ended September 30, have declined 35 per cent 
as compared to the same period last year. And a banking software firm would 
fit neatly in IBM's scheme of things 


vide. Asiatotal.net, a Hong Kong- 
based IT solutions company, has 
an answer: a free computer sim- 
ply called iT, with users having to 
pay just the telephone charges for 
accessing the internet. "Our busi- 
ness model will solve this prob- 
lem," says Judy S. Chen, 
President and CEO, Asiatotal.net. 
So, how will Asiatotal make its 
money: iT's keyboard will fea- 
ture several hotkeys that can 
take users directly to the websites 
of the company's partners in 
areas such as financial services, 
healthcare and education. These 
firms, reasons Chen, will pay to 
have hotkeys dedicated to them, 
in the hope that at least a few of 
the people who visit their sites 
will transact some business with 
them. The original flaw in this 
model seems to be that it ass- 
umes people who cannot afford a 
PC can do that. Chen will also 
have to battle India's low tele- 
density (below 10 per cent). That 
may well explain why Asiatotal 
has chosen to test the product 
(200,000 of them, actually) in 
Brazil, not India or even China. 

RAHUL SACHITANAND 


Precedent: The Oracle acquisition of Citigroup's stake in i-flex. Citigroup also 
owns 23 per cent in Polaris 


COMPILED BY VENKATESHA BABU 





Will Your Country Face A Terror Attack Soon? 


Indians fear the worst when it comes to terror attacks. 


very nature fatalistic, or is it Well, whatever be the reason, a October 29 blasts in Delhi) shows 


I: IT BECAUSE INDIANS ARE BY THEIR subject to several terror strikes? Synovate (conducted before the 
because the country has been survey by global research firm that Indians fear the worst. 





Hungary Slovakia India US UK France Singapore 
Serbia | Hong Kong Indonesia | Poland Netherlands Germany 
| | | | | | 
cue CER CER e ER o 
All figures in per cent Source: Synovate 
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FLORSHEIM 
m The best. Again. 


FLORSHEIM SHOE SHOPS in Chennai at Spencer Plaza Phase Il & Ispahani Centre. 





Available at : vto Yero Inc 5 lifestyle WA sudo) — CCNTRAL 


Also at : AHMEDABAD : Khozono • CHENNAI : Koblerr * Khal's Foot World « Travel Lounge * CUTTACK : Londmark Shoes + COIMBATORE 
Leatherman * DELHI : Balujos + GURGAON : Footprints (Metropolitan Moll) • GOA : T&A * KANPUR : Vermo Shoes * LUCKNOW : Kohli Brotha 
THRISSUR : Kobbler + VIJAYAWADA : Tinsy Tansy * VIZAG : Tanan Feotwenr 


FP HYUNDAI 


Drive your way ENORMOUS POWER: 165 ps/ 5800 rpm. AWESOME TORQUE: 23.6 kgm/ 425 





MANUFACTURING UNIT AND REGISTERED OFFICE: SRIPERUMBUDUR TALUK, TAMILNADU 602105. PH: 044-47100000, 27156111 MARKETING AND 
PH: 044-52204655-56 WEST: MUMBAI 400026. PH: 022-23525441 EAST: KOLKATA 700091. PH: 033-23577237-39 


RODUCING THE 


ONATA EMBER 


RIVE INTO A NEW AGE 


ai's obsession with quality has created a car that pulls out all the stops. 
w age space which means you'll never run out of it, new age 2.4 L VTVT 
for generous power and torque, new age styling that reflects an 

ive build quality, combined with aesthetic genius. For a guaranteed 


e on the road. 


CED FUEL EFFICIENCY. 2.41 VTVT (VARIABLE TIMING VALVE TRAIN) ENGINE 





OFFICE AND NORTH REGIONAL OFFICE: NEW DELHI! 110044. PH: 011-51678800, 51599853-59 REGIONAL OFFICES: SOUTH 
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ALL ELSS PLANS WILL CONTINUE TO ENJOY TAX BREAKS 


EXISTING EQUITY-LINKED SAVINGS | 
Schemes (ELSS) offered by mutual 


CBDT clears the confusion on ELSS. funds (MFs) will continue to enjoy 
х tax benefits under Section 80C of 

т ете the Income Тах Act, 1961. The 
to enjoy tax breaks Central Board of Direct Taxes 


= Investments up to Rs 1 lakh eligibile 
m Мо distinction between open- and 


(CBDT) has clarified that invest- 
ments up to Rs 1 lakh in ELss (both 
open- and close-ended) launched 


" Р, this fiscal till November 3, 2005, 
ш MFs not obliged to wind up schemes will continue to enjoy the tax ben- 
within given time frame efit as long as they conform to the 


Finance Ministry’s 1992 and 


1998 notifications. The confusion arose after an earlier CBDT notifica- | 


tion, dated November 3, allowed tax exemptions only to close-ended 
ELSS. Most plans launched by Mrs after 1998 are open-ended. 


MAHESH NAYAK 


BANKING OMBUDSMAN SCHEME: OLD WINE IN NEW BOTTLE 


THE RESERVE BANK OF INDIA (RBI) IS TRYING TO MAKE LIFE EASIER FOR BANK | 


customers. How? It proposes to revise the Ombudsman Scheme 2002. 
The ombudsmen arbitrate on customer disputes of less than Rs 10 lakh; 
these range from non-maintenance of minimum balances to charges not 
disclosed upfront on mortgages and credit cards and much else. The 
existing scheme was funded by banks —an obvious conflict of interest. 
Result: when banks were dissatisfied with the ombudsman's rulings, the 
results were invariably reviewed; but customers were not extended the 
same courtesy. RBI will now pay for the scheme out of its own coffers; 
the idea is to make ombudsmen truly independent. But will it provide 
the customer with any relief? Given the way officialdom works in the 
country, no one is betting on that. 

ANAND ADHIKARI 


ONE PHONE NUMBER, MULTIPLE SERVICE PROVIDERS 
TELECOM CONSUMERS WILL SOON HAVE GREATER CHOICE. TRAI HAS FINALLY 
decided to implement the Carrier Access Code, a provision that is part of the 
National Long Distance (NLD) Licence. What does this mean? Subscribers (of 
Reliance, Bharti, Hutch, or, for that matter, any other service provider) will 
be able to route their ILD calls through a competitor's network if the latter 
offers cheaper rates. They will simply have to dial a universally available 
access code to indicate the carrier of choice. Subscribers currently have to 
pay whatever charges their service provider levies. The initiative, which 
comes close on the heels of a dramatic reduction in ILD and NLD licence fees, 
will intensify competition in the long-distance call market. “The consumer 
should have the freedom to access the lowest cost carrier,” says a govern- 
ment official. This facility will become available early next month. 
KUMARKAUSHALAM 
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A bird's eye view of what's hot and what's 
not on the government's policy radar 





BIG BANG FDI 
THE COMMERCE MINISTRY HAS IDEN- 
tified seven sectors—petroleum, 


coffee and rubber, mining of 


diamonds, coal and lignite, 


- power trading, airports, and 


trading—that should be opened 
up to 100 per cent foreign 
investments. However, retail 
and insurance are not on the 
list. But the Department of 
Mines wants the current FDI 
limit of 74 per cent in mining to 
Stay. Prime Minister Manmohan 
Singh will take a final call on the 
draft report soon. 





1 
Science Minister Sibal: Hi-tech 


INCENTIVISING RESEARCH 

UNION MINISTER OF SCIENCE AND 
Technology, Kapil Sibal, is draft- 
ing a Bill, modelled on The 
Patent and Trademark Law 
Amendments Act, 1980, of the 
US—popularly known as the 
Bayh-Dole Act—to provide 
incentives for universities to con- 
duct cutting-edge research for 
India Inc. “The idea is to bring 
synergy between academia, 
research centres and industry. 


Scientists and researchers, too, 


must get a share of the prof- 
its,” says Sibal. The Bill is likely 
to be tabled in Parliament during 
the next Budget session. 
ASHISH GUPTA 
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CURRENT 


Tax-smart companies, an issue of ownership between 
SAB and Shaw Wallace and a media war in Chennai. 





HEADLINER 


Mr TaxSmart 






CALL (T PRESCIENCE? 
What else can 
explain the fact 
that investors 
pumped in huge 
‘amounts of money 
into a fund, only to have it declare a 
dividend a few months later? In May 
` 2005, for instance, ING Vysya Equity 
Fund (Dividend) had Rs 2.52 crore 
under management; the next month, 
it had Rs 85.56 crore. On September 
15, 2005, the fund declared a divi- 
dend of 65 per cent (Rs 6.5 a unit). 
A fund manager from a domestic 
are typically caused by companies 
keen to book losses (once a fund 
declares a dividend its NAV falls; in 
the above example, for instance, the 
NAV fell to Rs 11.23 after the record 
date of September 15). The manager 
-further adds that companies some- 
` how seem to know which funds will 
declare dividends, three or four 
months down the line (according to 
India's tax laws, a company can 
book losses if it enters a fund 90 
days before it declares a dividend). 
Instances of similar prescience 
abound. The corpus of Principal 
_ Balanced Fund (Dividend), from 
Rs 32.94 crore in July to Rs 
152.44 crore in August (Dividend 
of 30 per cent declared on 
November 9, 2005); that of Birla 
. Balance Fund (Dividend) from Rs 
` 134.11 crore in September to Rs 
. 222.84 crore in October (a divid- 
end is due anytime now, surely) 
MAHESH NAYAK 
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Multiple 
Ownership 


SAB's Parker: Gin and beer it? 


ONE FALL-OUT OF THE UB ACQUISITION 
of Shaw Wallace's spirits business 
was the dispute over the owner- 
ship of some of the acquired brands. 
After all, Shaw Wallace's brewery 
business had been acquired by SAB 
Miller Breweries in 2003. And 
Royal Challenge and Haywards are 
both brands of beer and brands of 
spirits. Now, says Andre Parker, 
Managing Director, sAB Miller, Ub 
and his company have arrived at a 
solution. “We will continue to 
hold the rights to the brands in 
the beer business, but they will 
hold the rights to the brand in the 
spirits business," he says. *These 
rights are for perpetuity and there 
is no monetary compensation 
involved either way." 

KUSHAN MITRA 


Who's Better? 


THE HOLD MUSIC WHEN YOU CALL 
The Hindu is a dignified instru- 
mental; at the Deccan Chronicle, 
it is a brassy Tamil jingle. As they 
slug it out in Chennai, nothing typ- 
ifies the two dailies better than this. 
DC is the brash new kid in town 
and in the eight months since its 
launch, claims to have garnered a 
circulation of 2.75 lakh on 





WVM NINDOS 


weekdays. The Hindu, itself with a 
Chennai circulation of 2.64 lakh, 
(2,64,411) is openly sceptical : “I 
do not accept Deccan Chronicle’s 
claims,” says N. Murali, Jt 
Managing Director. “pc Chennai, 
which is not a member of the Audit 
Bureau of Circulation, can make 
such fanciful claims.” Ravi Reddy, 
Managing Director, DC, insists that 
his paper will figure in ABC's July- 
December survey. With a fairly 
large pool of English-reading pub- 
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A DC ad: New kid on the block 


lic, Chennai probably has place 
for more than one daily. It will 
get this once The Times of India 
launches its edition sometime next 
year. *It will be a new ball game 
then," admits Murali. 

VAISHNA ROY 


IS INDIA SLOWING DOWN? 





Net Profit (PAT) 








Sept. 2001 Wa: _ кш 
Sept 2002 Sept 2003 Sept 2004 Sept. 2005 





20.98 
12.46 


Net Sales 


6.96 8.24 


Sept. 2001. | B гё . 
Sept. 2002 Sept. 2003 Sept 2004 Sept. 2005 


Figures are year-on-year growth in net sales and net profits for 
the quater ended September 30 
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Fill It, Forget It... 


Templeton comes out with a new fund. 


MALL-CAPS—READ 

penny stocks—may 

have deservingly 
received plenty of flak 
in the recent past, but 
that doesn't mean that 
all such scrips are of du- 
bious pedigree. Why else 
would Franklin Temp- 
leton Mutual Fund 
launch a close-ended 
scheme—called Franklin 
India Smaller Comp- 
anies Fund (FISCF), with 
the objective of investing 
in small and mid-cap 
companies. The mutual 
fund has also set a clause 
that it can invest up to 
10 per cent of its total 
corpus in non-listed companies. Says K.N. Siva 
Subramanian, Senior Vice President & Portfolio 





Franklin's Subra- 
manian: Bottoms-up 


PINK IS THE 








Manager, Franklin Templeton: “In a growing | 


economy, smaller companies benefit from the 


structural economic shift. Therefore, we have | 
filed in our offer-document that we will be in- | 


vesting a part in non-listed companies to reap the 
complete advantage of potential growth." 

Typically, many of such small-caps would 
have private equity investors looking for an exit 
route. A classic example is иту Communi- 
cation where cpPQ of Canada offloaded its 
stake when the company went public. Similarly 
Punj Lloyd plans to mobilise over Rs 500 
crore from the capital market through an ini- 
tial public offering (РО). Standard Chartered, 
New York Life, Merlion Fund and Dunearn 
Investments, an affiliate of Temasek, hold 
stakes in the company. 

Being a five-year closed-ended fund will 
give the fund manager the flexibility to make 
his bet on particular stocks without worrying 





about redemption in the fund. *The investing 


approach will be bottom-up and investment 
would be in stocks that are not flavour of the 
market, but that are strategically placed to 
take the advantage of the robust economic 
growth in India and the global outsourcing 
trend," explains Siva Subramanian. 

MAHESH NAYAK 


NATIONAL ACADEMY FOR TRAINING & DEVELOPMENT 





an institution under the aegis of ISTD 
announces for the I" Time in India 
A UNIQUE LEARNING OPPORTUNITY 


POST GRADUATE PROGRAMME IN 
STRATEGIC HUMAN DEVELOPMENT 
(A World Class Programme Оп HR) 
— Commencing from 14^ January 2006———— — 

Duration: 2 Years(4 Semesters) 
Conduct of Programme: On weekends (Flexible Timing) 


Eligibility: Bachelor's degree from any recognized 
university or institution in any discipline with minimum 50*5 
marks. A minimum of 3 years Executive/ Professional 
[Consultancy /Academic experience. 


Prospectus & Admission Form: To be obtained by 
sending DD of Rs 500/- favouring "Director NATAD" 
payable at New Delhi OR by Cash from the Academy 
Office. 


Fee: Rs. 25,000 per Semester 

Last Date: for obtaining Prospectus 10 Dec 2005 
for submission of Forms 23 Dec 2005 

For further information contact the Academy Office 
NATIONAL ACADEMY FOR TRAINING & DEVELOPMENT 
B-41, Qutab Institutional Area, New Mehrauli Road, New Delhi -110016 
Phones: 26867710, 26857157, 26862339 Fax: 011-26867607 
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It's not just a credit card 


Conditions apply. 





JET AIRWAYS 


THE JOY OF FLYING 


It's giving you business cla: 


The Jet Airways Citibank Gold MasterCard makes your life 
you avoid queues when you check-in at our exclusive Club Prem 
while your flight is readied for take-off. Use your upgrade vouc 


m 4 JPMiles for every Rs. 100 spent ш Three 30% Discc 
Premiére on sign-up, renewal and for every 4500 JPMiles ear 
Lounges & 1000 Bonus JPMiles on sign-up and renewal W Exclu 


Take-off with the Jet Airways Citibank Gold MasterCard. To ap 
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re comfortable in the air and on the ground. For instance, BESS E 
»ckein counters. Then relax at our Club Première Lounge, 4 JPMiles for every Rs. 100 spent 
fly Business Class, thanks to the power of your Card. 


rivileges when you fly. 





ichers for family tickets Complimentary upgrades to Club 
Complimentary access to Club Première Check-in and Airport 
rs from The Park Hotels and Fortune Park Hotels by Welcomgroup 
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уй citibank 


w the frequent traveller. 





Save Up to 51% and Receive this 








FORTUNE, the world's number one business magazine, provides insightful, 

in-depth analysis on today's key business issues and events. With unparalleled 
access to the most influential business leaders, FORTUNE shares with you the 
successes of top corporations in Asia and around the world. 


Subscribe now to receive these benefits: 
/ Free Welcome Gift — FORTUNE Computer Case 


Save Up to 51% Off the Cover Price 


/ 
4 Unlimited Access to fortune.com 
including web-exclusive polls, quizzes, timelines and archives. 
V Free Delivery 
V 


Money-Back Guarantee 
You must be completely satisfied or you will receive a 
full refund for all unmailed issues. 


v Extra Bonus Gift QV. IS G, 
If you subscribe for two years or more, © 
you'll receive an extra mystery gift 
absolutely FREE! 







Size: 40cm X 31cm X 12cm 


FREE GIFT(S) / SAVINGS FORM Я; 


YES! Please start my subscription to FORTUNE for the term I've indicated below. 
C] З years (78 issues) at Rs 78/issue - Total Rs 6,084 (Save 51%) Plus FORTUNE Computer Case « Mystery Gift Sat 

[0 2 years (52 issues) at Rs 81/issue - Total Rs 4,212 (Save 49%) Plus FORTUNE Computer Case « Mystery Gift 

[0 1 year (26 issues) at Rs 85/issue - Total Rs 2,210 (Save 46%) Plus FORTUNE Computer Case 


C Yes, please send me my FREE gift(s)*. (FAAMRL8/A-B) 


Name (Mr./Ms.) 


(Please print and underline surname! 


Address Г1 Home ( Office 








Post Code 


BT 4-Dec-05 





Tel (H) Tel (O) Fax 





Email CO New O Renew 
Choose one: 


C Charge my creditcard: OE oe o fez o О 1 


Card No. Expiry / Signature 











{Please indicate your Customer No. if you are a current subscriber 








(0 Payment enclosed: O Cheque O DD No. (Payable to LM A/C FORTUNE. For non-Delhi cheques please add Rs 10) 
* FORTUNE Computer Case upon your paid subscripbon plus an extra mystery gift for 2 or 3 year term. FORTUNE Asin publishes 23 issues а year. FORTUNE Ase may ањо publish occasional extra 
issues. FORTUNE'S cover price is Ра 160. Savings are off the cover price. Offer valid in india unt? December 31, 2005 only. Please alow 0-8 weeks for commencement of your subscription. Oif 
Coffer ia only valid upon payment. V no term is indicated. the minimum wil be served. Your subscription wil be hand delivered by couriv in Ow, Mumbai, Kolkata, Chennai. Hyderabad, Pune, Ahmedabad 
and Chandigarh and by mal to other destinations. Please indicate your name and address on the reverse of the Cheque/DO. Al enquiries to be ackiressed to Living Meda india Lid. directly) AJ 


diaputes subject 10 the exclusive jurisdiction of competent courts in Deihi only, This order is subiect to acceptance by Time юс. 30/F Ovford House, Taiko Place, Quarry Вау. Hong Kong. 
Г) Please tek f you do not wish to receive promotional materials trom other companies 


To order: 11) 2368 4841 (ZÛ (11)51034701 1 ayn PAS E dia —9^ 
ё (Ш Ø u dl, tortune@intoday.com Ded o aana tb er TIO, 
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NEWSMAKERS 


THE DOTCOM BENEFICIARY 


$ i سے‎ 





Satyam's Ramalinga Raju: 23-plus times better 


NY CEO WHO MANAGES TO EARN $117 MILLION 

(Rs 527 crore at today's exchange rates, and 
this is the total consideration that has been received 
to date) on an original investment of $5 million (Rs 
23 crore at today's exchange rates) is either very 
smart, or very lucky, or a mixture of both. Satyam 
Computer Services' Chairman B. Ramalinga Raju, 
who did just that on his company's investment in 
Sify, is the last. Some newspapers have compared 
this amount, which includes the $62.6 million 
(Rs 282 crore) paid by Infinity Capital Ventures for 
Satyam's 31.6 per cent stake in Sify recently, to the 
Rs 499 crore Sify paid for Rajesh Jain's IndiaWorld 
family of dotcoms; then, that acquisition was made 
by the NASDAQ-listed Sify (not by Raju or Satyam), 
and involved no cash outgo from his side. Sify isn't 
really a dotcom. It is an internet service provider and 
seller of bandwidth and much of its revenues 
comes from corporate customers to whom it pro- 
vides such services. However, it has consistently 
been treated as a dotcom, and its acquisition, by 
Infinity Capital Ventures (a company controlled by 
Raju Vegesna, a Silicon Valley name who made his 
money when Broadcom acquired ServerWorks 
which he had founded for $1.8 billion or Rs 8,100 
crore in 2001) could well signal a resurgence of in- 
terest in the dotcom space in India. Sify is yet to reg- 
ister net profits; it lost around Rs 30 crore on rev- 
enues of Rs 361 crore for the year ended March 31, 
2005. Vegesna, who is investing a further $37 mil- 
lion (Rs 167 crore) in Sify, is confident that this will 
change. Well, surfs up and all that, but Raju is back 
(with a fatter wallet) on terra firma. 


2n 

J U: The number of Indian firms listed among to; 
2,000 firms worldwide in the Forbes Global 2,000 list 
of corporate titans 


A E f On) a 
"T JU,UUU: The number of Indian students wh 
enrolled in engineering colleges this year, up fron 


250,000 last year 


d 1 f^n 
Ф 1 UU million (Rs 450 crore): The amount of 


business Indian BPO outfits are expected to lose ove 
the next one year because of poor data protection 
40%: Managerial positions held by Indians in 
private sector establishments in Dubai, according to a 
study conducted by the Dubai municipality 


Ann 


€ UU: The number of pilots Indian Airlines, Air India 
and major private airlines like Sahara and Jet have 
to new discount carriers in the past one year 


€ O million: The number of households in the United 
States which has no savings for retirement, according 
to the Prudential's US arm, Jackson National Life 
(JNL) 


c «& million: The total number of households 
urban and rural India 


/ 4 Ж. India's software piracy rate їп 2004, wit 
losses amounting to $519 million (2,336 crore 
compares with 73% ($367 million or 1,652 crore 
2003. Software piracy rates in Asia Pacific range fron 
a high of 92% in Vietnam to a low of 23% in New 
Zealand, according to BSA (Business Software 
Alliance)-IDC 


Ф 14 billion (Rs 45,000 crore): Expected losses by 
US airlines this year, according to industry estimates 
as they struggle with high fuel prices and competitic 
from low-cost rivals 

P 1 UU billion (Rs 4,50,000 crore): World Bank 
estimates for China's trade surplus this year as against 
$33 billion in 2004 







25 million: The 
estimated number 
of ringtones down- 





loaded every month * «4 
by customers $ B jo 
across India 2 0 ла 
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The US Senate approved an increase in the 
number of H1-B visas to be issued in 2006 from 65,000 to 95,000, 
India’s tech companies (and its techies) are the biggest beneficiaries 
of this. The H1-B, introduced in 1990, allows foreign workers with 
at least a bachelor's degree in an area where US talent is scarce 
(say, telecommunications engineering) stay in the country for six 
years; the number of such visas peaked at 195,000 between 2001 
and 2003 and had since fallen to 65,000, a fall engendered by the 
backlash against foreign techies (including Indians) taking away 
* jobs that may have otherwise gone to Americans. 
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Y China has said that it will 
The EU and the US have allow foreign investors buy stakes in its 

failed to work out a common agenda for the companies, thereby enhancing foreign 
Hong Kong WTO ministerial meet scheduled for participation in its markets from the $4 billion 
December. The meeting itself, then, has failed (Rs 1,80,000 crore) of quotas assigned to 
even before it has begun, a blow for 30 Foreign Institutional Investors (Fils). India 
multilateralism and for countries like India will now have one more rival to compete with 


desperately craving market access. for Fll money. 


ICT Indicators 2000-04: Clicking IT Right 


India has recorded a big rise in internet users, contributing significantly to the increase in Asia. The penetration of personal computers in India is also impressive 
Top Internet Users Top Users Of Personal 


Country 


22,500,000 94,000,000 MALAYSIA 4,977,000 9,878,214 NITED STATE 161,000,000 


38,000,000 75,000,000 NDONESIA 1,900,000 — JAPAN 40,000,000 


19,040,000 31,580,000 THAILAN 2,300,000 6,970,000 N 20,600,000 
5,500,000 35,000,000 TURKEY 2,000,000 10,220,000 NITED KINGDOM — .. 20,190,000 


6,260,000 12210000 IRAN 625,000 — RE KOREA 18,615,000 
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"Deadlines are important—but more 
important than anything else is to have a 
deadline to achieve development" 

Commerce and Industry Minister Kamal Nath, in Business Standard 


^ ait am sac 


"There is a need to have a generalist mindset, 

especially in IT. There are no IT projects— 

only business projects. Hence it is important 

to recruit someone with good business 

aptitude" | 
Mark В Templeton, president and CEO, Citrix Systems, in The Economic 

Times 


“Google is the realisation of everything we : 
thought the Internet was going to be about 
but really wasn't until Google" 


David B. Yoffie, a professor at Harvard Business School, * 
in The New York Times | 





“If you want to change the world, change її 
through the market” 
Paul Gilding, bead of Ecos, a consulting firm, in Forbes Asia 


“Everbody knows we are the 1 1th-largest | 
economic power in the world. But we have ‘ 
5,000 years of culture and this is not well 

known” 

South Korean Foreign Minister, Ban Ki Moon, in Time 


“We’ve seen dozens of industries from steel to 
autos to textiles go over the side as a result of 
globalisation or allowing foreign entities to 
take them over” 


Edward Wytkind, President of the AFL-CIO's transportation trades unit 
on the Bush administration's plan to ease some restrictions on overseas 
investment in US airlines, to Reuters 


i Aa 


“It is Halloween today. The Chinese do need 
Computers oil, but I don’t think they’re going to get it that 
way" 

Robert Lutts, President of fund firm Cabot Money Management, on the 
little-known Chinese company King Win Laurel that is behind a $450 
220,000,000 500 19,350,000 billion (Rs 20,25,000 crore) bid for the world’s top oil company Exxon 
Mobil Corp. at a 25 per cent premium to its current value, to Reuters 


69,200,000 1,300,000 19,010,000 


=т= “Europe should stick to an open economy, to ) 
52,990,000 600,000 — 13,030,000 competition and we should refuse protectionism. 
It will not save one single job in the long run 


to protect non-competitive industries" 
Danish Prime Minister Anders Fogh Rasmussen, to Reuters 


35,890,000 
26.201000 
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POWERS'", the most advanced 64-bit processor in 
he world. Available on IBM Unix and Linux servers. 

. POWER can also be found on Deep Blue, the computer 
that beat the human world chess champion. 


Call 1600-4253333 or write to pseries@in. ibm.com 
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BUSINESS TODAY-ERNST & YOUNG 


Deal Watch 


Beginning July, Business Today began publishing a monthly listing of 
India Inc's biggest deals. Our partner: Global professional services firm Ernst 
& Young. Here are the deals that were struck in October. 


It has been written about a lot, even in this magazine. Yet the Bharti-Vodafone deal 
was the deal of October. It marks the entry of global heavyweight Vodafone into the 
booming Indian telecom business. Over the next six months to a year, this could serve 
as a lighthouse in terms of investment and encourage and attract other large global 
telcos to look seriously at India if they already are not doing that. 
































TARGET INDUSTRY DEALVALUE STAKE 
(Rs crore) 
Bharti Tele-Ventures Vodafone —— —  — Telecom — Investment. 6,656 — — 10% 
Target Research Associates Inc, USA _ JubilantOrganosys — — — Pharmaceuticals — — Acquisition 145 100% 
y Lord Krishna Bank federalBank — — — — = _ Banking — — Merger — NAA. NA. 
| Rajesh Exports Bennett, Coleman and Co Media S Investment N.A. 5.27% 
i GIRO Commercial Bank State Bank of India Banking Acquisition 3155 1696 
x International Tractors Yanmar Corporation == — — — — Automobiles. — Investment 200 12% 
б Toilet soap brand "Aromatic" Marico (Bangladesh subsidiary) * Personal care Brand sale МА. МА. 
i from Aromatic Cosmetics ОЕК E ET ss CPR У 
{ FMALI Herb Inc and TATA Tea Food and Beverages Acquisition 144 100% 
$ Good Earth Corporation, USA Ee РР sa we E 72.9 - $ : 
Typhoo Tea Brand _Apeejay Surrendra Group Food and Beverages. Brand purchase 629 N.A. 
, Everest Industries __ Everest Finvest Ere Infrastructure Divestment 99.16 — 50% 
1 Medreich Group Temasek уг. Pharmaceuticals . Investment 109 _ 25% 
| Royal Orchid Hotels . . WestBridge Capital Partners Hotels — . |nvestment ___ 25 1075. 
* Spice Telecom's Karnataka circle — B.K Modi-controlled McorpGlobal_ _ | Telecom - Investment N.A. 14% 
| Max's stake in Hutchison Essar Teleholdings Telecom Investment 657 3.16% 
> Essar Telecom [SET NORD ru і a Wah $€ xx ТҮ! 2; 
jJ TATA Share Registry _Darashaw Group _ A Financial Services Investment N.A. 51% 
; 1 Financial Network Services, Australia TATA Consultancy Services Computer Software Acquisition 1 10075 
] Scandent Solutions ICICI Venture — — —— — - Computer Software Investment. 271 10% 
i SKIL Reliance Industries Infrastructure Investment 700-1,000 26% 
3 Entegram LLC, USA _Mastek E AES AND. ITES гел» Дсдиіѕібоп 9 100% 
E Jacob Ballas Capital India New York Life Investment Financial Services Investment N.A. 24.60% 
i Management Holding LLC _ | 
3 Kinetic Motor Company Bennett, Coleman and Co — Automotive Investment 10 (X 8607 
Chesterton Meghraj Trammell Crow Company Real Estate Investment N.A. 30% 
х Property Consultants - ШИ КЫН ЛЕЙЛЕК ЖЕТУ LEN 
i Kinetic Engineering Reliance Capital Private Equity — _ Automotive [ Investment 384 14.81% 
i Sundaram Asset Management BNP Paribas Asset Management Financial Services Investment 100.38 49.90% 
Company ait Sn pes 
: Micro Inks а The Huber Group KS К КТЫН Acquisition 991.5 59.0675 
- Edelweiss Capital Greater Pacific Capital Financial Services Acquisition N.A. 20% 
Deal Watch includes only M&As, private equity and brand sale transsctions ET Not available a 
k Ernst & Young is a leading M&A advisor in India. While every care has been taken to compile this data, it is based on media reports, company 
announcements and other secondary research. Any decision on the basis of the above mentioned information should be taken only after professional advice. 
Business Today or Ernst & Young do not undertake any responsibility in regard to any such decision. ! 
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THE PERFECT SYNERGY 
OF PERFORMANCE 
AND RELIABILITY. ... 





Pair HP Integrity servers, powered by Intel" Itanium” 2 Processors, and Finacle 
Universal Banking Solution from Infosys, and you get the combination that's 
perfect for your bank. While HP Integrity servers provide the highly optimise 
platform you need to handle the most diverse ond demanding workloads, Fino 
gives you high levels of performance and reliability — all contributing to bette 

and faster return on investment 





In fact, Finacle set the world's highest benchmark for a core bonking solutior 

achieved 11,180 transactions per second (TPS) in the online mode and 19.548 TPS 
the batch mode running on HP Integrity Superdome servers. So bank on Finocle or 
HP Integrity servers, powered by Inte!” Itanium” 2 Processors. Get the winnin ig 





| HP INTEGRITY HP INTEGRITY HP INTEGRITY HP INTEGRITY 
| SUPERDOME rx1620 SERVER rx2620 SERVER rx4640 SERVER 
| | * Upto 128 Intel" Itanium" 2 processors * 1-2 Intel itanium” 2 Processors * 1-2 Intel" itanium” 2 Processors • 2-8 Intel tanium" 2 Processors 
* Outstanding high-end performance * Designed for all-around ease of * Designed for ease of ownership with * Designed for ease of ownership wit) 
* Enhanced availability and flexibility ownership high availability high avaiiabillty 
* Continued investment protection * Outstanding performance for * Outstanding performance for single * Exceptional flexibility anc 
single server or cluster server or cluster deployments expandability for growing busines 
deployments * Outstanding performance for sing 


server or cluster deployments 


HP INTEGRITY HP INTEGRITY 
| гх7620 SERVER гх8620 SERVER 
* 4 to 16 intel" Itanium" 2 * 8t032 Intel" Itanium" 2 
Processor Processor 
* Highly available and flexible * Highly available and flexible 
to address a wide range of to address a wide range of 
enterprise computing needs enterprise computing needs 
* Ideal for low cost server * Ideal mid-range 
| consolidation consolidation platform 


CALL 3030 4499 (iom mobiles) 
or 1600 425 4999 [from MTNL/BSNL lines) 





Fi Finacle E-MAIL india.bes@hp.com 
Infosys CLICK www.hp.com/products 1 /servers/integrity 
www.intel.com/itanium2 


www.infosys.com/finacle 
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ITC. Working for you. Working for India. 
The Wills Lifestyle way. 





Discover a complete fashion wardrobe and enjoy a truly international experience at Wills Lifestyle, 
ITC's nationwide chain of exclusive specialty stores. 

This Fall/Winter, enjoy the change with the story of elegance and vibrant fashion. Indulge in the fines 
Cotton and Linen shirts, designer Jackets, luxurious Shamir Cashmere, superfine Merino wool, sensuous 


Silk, fine Leatherwear and fashion accessories. 


Wills Lifestyle symbolises ITC's commitment to create brands that enrich the quality of life for every 


Indian. Because our people and our country deserve nothing but the best. 


ZI V 


ITC Limited 
www.itcportal.com Enduring value 
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Recognised: 
Aaj Tak, part 
of the India 
Today Group 
that publishes 
Business 
Today, as the best news channel and 
India Today Editor Prabhu Chawla 
as the best anchor in the talk show 
category at the Hero Honda Indian 
Television Academy Awards held in 
Mumbai. This is the fifth consecutive 
year that Aaj Tak wins this award. 


Refused: By ONGC, a request from 
the government to declare a special 
dividend as part of an exercise aimed 
at shoring up its revenues. The 
company was responding to a 
request from the Petroleum Ministry 
which was acting on the basis of 

a communication from the 

Finance Ministry. 


Acquired: By State Bank of India, 
PT Bank IndoMonex, an Indonesian 


Bank as, part of its efforts to go 
global. This is SBl's third overseas 
acquisition this year after Indian 
Ocean International Bank in 
Mauritius and Giro Commercial 
Bank in Kenya. 


Ranked: Italy, as the #1 country 
brand in an exercise by FutureBrand 





and Weber Shandwick. The ranking 
was based on a survey of business 
travellers, consumers, convention 
planners. Government agencies and 
Officials, travel industry execs and 
analysts. Australia came in at #2 
and the USA at #3. India was not 
part of the main listing but finds a 
honourable mention at #4 (after 
China, UAE and Cuba) in the Rising 
Star category and #6 (after Italy, 
Egypt, Greece, Turkey and China) 
in the History category. 


Sold: By Dayalu Ammal, wife of 
DMK chief M. Karunanidhi, the 20 
per cent stake she holds in the 
company that 
controls the 
Maran (the late 
Murasoli Maran, 
formerly India's 
Commerce 
Minister, is 
Karunanidhi's 
nephew; 





seen here, Union IT and telecom 
Minister Dayanidhi Maran's elder 
brother, manages the business) 
media empire, spanning several 
media vehicles including Sun TV 
and Tamil magazine Kungumam 
for an undisclosed amount to the 
Maran family. 
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ARM's Robin Saxby: B'lore calling 
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F SIR ROBIN SAXBY, THE CHAIRM 
pe Cambridge (UK)-based ARM, 
chip-design firm, is in Bangalore, blame 
it on the fact that the Indian market is 
becoming very important for the firm 
So much so that not just Saxby, but 
ARM's entire board is here to get a first 
hand (ARM also has an R&D cen 
tre if city). Already, ARM-designed 
chips are embedded in two-thirds of the 
mobile phones sold in the world (ah 
there's the India connection). “India 
isn't just a low-cost soft destina 
tion,” says Saxby. “It i 
fastest-growing markets 
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Bumrungrad Hospital, Southeast Asia's 
largest healthcare facility, created a kid-friendly pediatric clinic out of a 10,000-square-foot medical 
records unit. How? An ultra-scalable, 4-way Intel Xeon” processor based system improved data 
reliability and made records paperless. Read more about Bumrungrad Hospital's experience with Inte 
builtin at www.intel.com/apac/builtin 
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© We sell in 73 
After mesmerising marketeers, 


creative fraternity and consumers across 
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World’s Largest Inflatables Manufacturer 


#489, Road No.12, Banjara Hills, Hyderabad - 34. 
Ph : 040-55666622 (10 lines). Fax : 040-55665522 





THE BT 50 
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“BT Auto 


Fifth- largest global market by 201 
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More Cleaning Action In Every Stroke. 





that rotates 7200 times 


Powered CrissCross Bristles reach 
Vile lo remove plaque from ** D in-between teeth to remove plaque. 


P Refill Head - Continue using the 
74 Powerbrush by just replacing the 
! Brush Head. 
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18 years after its creation, the higher echelons 01 
Ine BT 300 now feature companies rom Sectors as 
ee, varied as steel, automotive, banks, organised retail, 
5 m biotech, pharmaceuticals, software, consumer 





T TURNS 14 THIS YEAR, YET THE BT 500 HAS ONLY 
arrived. The listing, the first of its kind in the cou: 
try, is many things. It is a measure of performance. Ii 
is a point-in-time assessment of a company’s past, 
present and future (the last as measured by the ( 
pectations of investors). And it is an indicator of 
what's in, and what's out, in terms of businesses, even 
individual companies. The past listings, 13 of them, tried to bi 
all that, but they were constrained by the pace of evolution of 
India Inc., and that of the country’s stock markets. In the fi 
half of the 1990s, the listing was biased heavily in favour of past 
performance. In the second, and in the first years of thi 
century, it showed itself susceptible to speculative for 
(HFCL anyone?). Circa November 2005, the stock marl 
(despite talk of an impending correction) is at a high; even a 
fall of 10 per cent from its current position will se« 
Bombay Stock Exchange's Sensex at around 7,500 (a numl 
that everyone, including the bulls, will take happily); a 
companies are justifying their seemingly-high valuations 
revenues and profits of a magnitude they haven't seen bef 
and PEG (price-earnings to growth) ratios less than or equ 
1. In an ideal market, the ratio of a company's ргісе-еагпи 
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Average Market capitalisation, H1 2005-06 
RELIANCE INDUSTRIES 
Rs 88,281.73 crore 


Rs 62,462.96 crore 
) INFOSYS TECHNOLOGIES 

) Rs 60,584.70 crore 
WIPRO | 

Rs 49,677.94 crore 
BHARTI TELE-VENTURES 

Rs 48,647.50 crore 


ITC m 

Rs 39,716.41 crore 
HINDUSTAN LEVER 

Rs 33,688.57 crore 
(ЛЇЇ BANK 

Rs 33,166. 46 crore 


HDFC 
Rs 21,144. 45 crore 


| ТАТА STEEL - 


Rs 20, 637. 88 crore 


TATA CONSULTANCY SERVICES 
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multiple and its earnings growth 
should be 1. 

Any stock with a PEG ratio of 1 
is fairly valued; those with PEG ra- 
tios less than 1 are undervalued. 
Bharti Tele-Ventures’ PEG ratio, 
for instance, is just around 0.3. 
And Glenmark Pharmaceuticals’ 
less than 0.2. While the latest bull 
run has left even penny stocks 
looking respectable (even after the 
recent bloodbath in that category), 
the fundamental soundness of the 
valuations of companies in the 
higher reaches of the вт 500 (as ev- 
ident in their low PEG ratios) is in- 
disputable. That is one reason why 
the BT 500 has arrived. 

The other reason has to do with 
the listing itself. With the markets 
beginning to reflect a company's 
real worth, more and more organ- 
isations are beginning to tap it. This 
year's Br 500 is, thus, a far more 
accurate reflection of the diversity of 
India Inc than last year's. And next 
year's listing could be even more so. 

: In the top 50, for instance, are 
companies from sectors as diverse as 
software, fast moving consumer 
goods, banks and 
financial services, 
automotive (carmak- 
ers, two-wheeler man- 
ufacturers, even auto 
component firms), 
metals (steel as well as 
non-ferrous), pharma- 
ceuticals, petrochemi- 
cals, energy, cement, 
infrastructure enter- 
tainment, even airlines. 

The. top 100 
includes companies 
from all these sectors 
and then some. The 
first companies from a 
sector that decide to 
tap the stock markets 
will start with high val- 
uations, the result of 
what, analysts call 
‘scarcity premium’, but 
över time, as тоге 










initial public offerings (IPOs), these 
(the valuations) will become realis- 
tic. Three years from now, the top 
10 of the вт 500 could well have a 
retail chain, a biotech hotshop, an 


airline, and a media firm apart бот 
usual suspects from sectors such as. 


software, steel, and energy. 


Behind The Numbers 

The Br 500 isn’t the only corporate 
listing around; there аге several 
others. One includes information 


about closely held and unlisted 


companies, but the data is at least 


a year, some times two, old, im- . 


mediately rendering it irrelevant. 
Others rank companies on sales 


companies from the business make . 





alone, but this magazine has al- ^ < 


ways believed that only a market 
capitalisation based listing can look 
at the future... 

Still others opt for hybrid listings 
marrying unrelated measures such as 
sales and assets. For the record, the 
Br 500 listing also ranks compa- 
nies on the basis of sales and net 
profit, and while it does provide 
information on the total assets of a 


THE TOP 10 GAINERS 


By absolute market capitalisation. 
ll COMPANY 


ANFOSYSTECHNOLOGIES — 
- RELIANCE INDUSTRIES - 
| BHARTI TELE-VENTURES = 
B IC | 
` TATA CONSULTANCY SERVICES 14,332.62. 
1 | ICICI BANK 
B WIPRO — 
| HDFC BANK 
ТАТА STEEL 
HDFC 


igures are absolute increase in 
Companies that listed on the stock exchanges i in the past 12 months 


INCREASE 


22,461.89 
21,245.43 
20,889.38 
14,771.63 











13,341.19 





a ket capita remm in Rs crore. — 


have not been considered; Only companies with a market capitalisation 
over Rs 1,000 crore have been considered: 


1247131 


M5 
6674.51 
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THE MARKET’S FAVOURITES 


Companies enjoying the highest market capitalisation to 
sales multiple. 


COMPANY MARKET CAP- 
SALES MULTIPLE 


Videocon Industries 119.77 
Financial Technologies (India) 89.25 
India Bulls Financial Services 47.56 


Yes Bank 37.54 
Reliance Capital 30.1 
Gateway Distripaks 13.18 
KSL & Industries 10.3 
Infosys Technologies 8.49 
Sun Pharmaceutical 8.31 
HFCL Infotel 7.19 


It is like the old finance boom, and it isn't. Anil Ambani’s Reliance 





xu 


Capital, for instance, has emerged the vehicle for his investments 


company, it does not believe in prone to stock market aberrations, 
an asset-based ranking (simply but these are temporary phenome- 
because the utilisation of assets is non. If averages won't weed out 
far more important than the assets the kinks (the ranking is based on 
themselves). average market capitalisation in the 

A market value-based listing is period between April 1, 2005 and 


September 30, 2005), then a com- 
parison with the previous year's 
listing will. 

That integrity, and its inherent 
dynamism make the BT 500 a per- 
fect trend-spotter. 





' " THE SOFTWARE FIRMS HAVE A 


STRANGLEHOLD OVER THE BT 50... 







COMPANY 
TCS 


Infosys 
Wipro 


... AND 
THE TOP 





As this magazine goe 
Infosys has overtaken TCS to emerge #2 


= 
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MARKET 2004 
CAP (Rs crore) RANK 
62,462.96 
60,584.70 
49,677.94 










NO. OF COMPANIES ^ PROPORTION OF 
IN TOP 50 BT 50 (BY VALUE) 
6 18.42 
7 26.06 
7 26 


s to press (November 11), Nandan Nilekani’s 
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THE TOP 10 GAINERS 


By percentage market capitalisation. 
COMPANY 


SPICEJET 
VIDEOCON INDUSTRIES 











KSL & INDUSTRIES 
GUJARAT FLUOROCHEMICALS 
ESSAR OIL 


UNITED BREWERIES 
GUJARAT NRE COKE 








been considered 


FINANCIAL TECHNOLOGIES (INDIA) 
INDIABULLS FINANCIAL SERVICES 


NAGARJUNA CONSTRUCTION CO. 





Figures are per cent increase in market capitalisation. Companies that listed 
on the stock exchanges in the past 12 months have not been considered. 
Only companies with a market capitalisation over Rs 1,000 crore have 





INCREASE 


1,284.65 
1,189.69 
998.49 
888.40 
119.59 
730.13 
672.06 
602.92 
918.24 
478.12 






















Just when everyone was begining to take Videocon for granted, 
Chairman Venugopal Dhoot struck aggressive deals with 
Thomson and Electrolux and unveiled a grandiose merger plan 


Big Is Beautiful 

Nine of the 10 companies that reg- 
istered the highest increase in 
market capitalisation (between last 
year's listing and this year's) figure 
in the top 10. The only one that 
doesn't, HDFC Bank, comes in at 
#12. That shouldn't surprise any- 
one: these companies have posted 
revenue and net profit growth rates 
that are staggering or just short of 
it; four of these companies are in 
the top 10 in terms of sales, and 
the lowest rank (by sales) that any 
of these companies boasts is 35 
(again, HDFC Bank). 

At one level, this loops back to 
reinforce a growing belief, among 
analysts, fund managers, and just 
about anyone who has anything to 
do with the market that Sensex lev- 
els of 7,500-plus are reasonable. At 
another, it proves that there is some- 
thing called economies of scale. 

The three software companies 
in the listing, for instance, have 
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broken away from the rest of the 
pack. Not only are they growing 
revenues and earnings faster than 
other companies in the business, 
their size is allowing them the lux- 
ury of trying new things. 

Wipro, for instance, believes in 
the acquisition approach. Infosys 
has invested in a consulting sub- 
sidiary. It isn't just software; ICICI 
Bank and HDFC Bank have used 
scale to good effect, setting the retail 
banking industry on fire. As has 
Bharti Tele-Ventures, which has 
parlayed an all-India presence and 
around 15 million subscribers (as on 
October 31) into real money. And 
when the buzz on D-street hinted 
that Reliance would acquire a $15- 
billion (Rs 67,500-crore) us- firm, 
not many people were surprised 
by the magnitude of the amount 
involved or that RIL was considering 
something as audacious as this 
(never mind that the rumour 
proved baseless). 


The New New Thing 


A few years ago, this was media 
and entertainment. Then it was 
pharmaceuticals. Then retail. The 
most significant thing about this 
year's BT 500 is that there is no one 
new new thing. 

On the basis of valuations, it is 
evident that analysts and investors 
are betting on several companies 
in a variety of sectors. They are 
hoping new banks on the block 
Kotak Mahindra and Yes will repli- 
cate, at least to some extent, the 
success of those who came before 
them, ICICI Bank and HDFC Bank. 

They arc betting that Jet Airways 
can scale up and become one of the 
largest airlines in this part of the 
world (and by virtue of being the 
only other airline company listed, 
SpiceJet comes in at #178 in the 
listing). They have seen Pantaloon’s 
Kishore Biyani deliver, and expect 
him ro deliver some more 
(Pantaloon enters the top 100 at 
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2% chance the short circuit in office today, could mean losing a day’s work. 
98% chance spending that day with your parents instead, will make it all worthwhile. 


Whichever way life takes you, we'll be there. 
We understand that when you run an office on a tight 


schedule, an unannounced mishap can throw office 

everything off track. Which is why our Office Protector IFFCO: 1.7) 
Policy ensures you quickly get back onto your feet. protector 

Taking care of the problem, so life carries on = 


uninterrupted, smooth as ever. policy GENERAL INSURANC 





Call 1600-345-3303 Insure your office against theft, burglary, accident, fire, flood or calamities of any 


Banking: This Boom 


MEHRA 


IVAN 


Retail is it, but banks are betting on SMEs and non-metros for growth. 


flooding the market with cheap consumer finance. And even as the 

doomsayers craw! out of the woodwork, questioning the sustainability 
of the retail surge, bankers are taking various steps to ensure that the 
boom doesn't turn into a bubble. Some are spreading their risks by moving 
away from the big cities into smaller towns. Others are aggressively tying up 
with user companies (auto makers, for instance). At the same time, lending 
to small and medium enterprises (SMEs) is picking up, which gives banks 
another growth avenue to train their sights on. "The penetration of banking 
into rural and semi-rural areas is still very low, which offers plenty of scope 
for growth," says N. Mohan Raj, Chief Executive Officer, LIC Mutual Fund. 

Yet, it's clearly the homes, cars, credit cards and holidays you purchase 
that's keeping the banks' cash registers ringing, be it the the oldest state-owned 
State Bank of India, the market savvy ICICI Bank and HDFC Bank, or the new 
kids on the block, Kotak Bank and Yes Bank. For instance, ICICI Bank, which 
is sitting on the largest retail portfolio of all, witnessed a 68 per cent jump in 
its retail assets to Rs 56,133 crore in March 2005. "The transformation of the 
erstwhile ICICI Ltd from a financial institution to a retail powerhouse has been 
phenomenal," says Asit Koticha, Managing Director, ASK Raymond James. 

Goliath SBI, with a balance sheet size of Rs 4,70,000 crore, has also suc- 
cessfully-transformed itself from a typical state-owned bank to a powerhouse 
of financial services, especially housing, automobile and personal loans. 
According to SBI, its retail advances in the personal segment have grown by 
Rs 13,301 crore, with the outstanding retail portfolio being at Rs 46,451 
crore. The bank is aggressively scouting for acquisitions both in the domestic 
as well as overseas market. In fact, SBI has already acquired banks in 
Indonesia, Mauritius and Kenya. 

The new entrants, too, are fighting for the retail pie. Leveraging the 
strengths of the 20-year-old Kotak Group, the two-and-a-half-year-old Kotak 
Bank's retail assets spurted by over 73 per cent from Rs 1,717 crore to Rs 
3,159 crore in March 2005. Yes Bank, more focussed on sectors like food, 
infrastructure and healthcare, took its first steps into retail when it launched 
its gold and silver debit cards. Clearly, the Indian consumer can't be ignored. 

ANAND ADHIKARI 


| HE RETAIL LENDING BOOM SHOWS FEW SIGNS OF LETTING UP, WITH INDIAN BANKS 


GOSWAMI 





UMESH 


... EVEN AMONG PUBLIC 
SECTOR BANKS 


COMPANY MARKET 
CAP (Rs crore) 


STATE BANK OF INDIA 38,145.59 
PUNJAB NATIONAL BANK 12,545.46 
CANARA BANK 8,810 
CENTURION BANK OF PUNJAB 1,658.68 
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The greenest IT park in the 
country just got a bit bigger. 





Spread over 242 acres of lush green landscape, Technopark brings to life the true magic of God's Own Counts 
In total harmony with nature, the park is an idyllic locale to soothe the grey cells, even while at work! Within 
this inspiring environs, is 15 lakh sq ft of world class built up space spread over 6 modern buildings which 
home to over 10,000 employees in around 80 companies. The first IT Park in the country to be assessed at Level 
4 of CMMI, Technopark is increasingly capturing the mindspace of leading IT companies. To match the 
mounting demand for office space, the park is on an expansion spree. 





Technopark is constructing a state-of-the-art 6 lakh sq ft building within the campus. Scheduled to ! 
completed by October 2006, the 11-storeyed centrally air conditioned building, "Tejaswani', can comfortably 
accommodate a minimum headcount of 5,000. That is not all. Technopark has recently acquired 86 acres oí 
land where Infosys and US Technologies will be setting up their own campuses. The park will soon house th 
software development centres of TCS and IBS as well. What is more, an additional 100 acres will be acquired 
by the park in its third phase of expansion. And the entire land of 186 acres will be promoted as an SEZ. 





Technopark beckons IT investors with a unique convergence of holistic environment, consummat 
infrastructure and unparalleled advantages. Be part of the park's success story and benefit from the bouque 
of benefits offered by Kerala as an IT destination. 
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On the basis of 
valuations, it is 
evident that analysts 
and investors are 
betting on several 
companies across 
sectors 


#69 for the first time). And they 
are cautiously optimistic about the 
software company everyone is talk- 
ing about, Sasken, which debuts in 
the listing at #172. Heightened 
investor interest in past new new 
things (such as software and 
pharmaceuticals) have boded well 
for these businesses. There are some 
43 software companies in this year's 
listing and at least a handful of 
them are there simply because inv- 
estors believe Indian гг firms have 
what it takes too succeed. 


The Ideal Top Ten 
What would be an ideal (from the 
perspective of contributing to a GDP 
growth of around 8 per cent to 10 
per cent a year) top 10, or top 20 in 
the вт 500? That's fairly straight- 
forward. There would have to be a 
retail firm (maybe two) because as 
the Us experience shows, retail is 
the lifeblood of the economy. One 
carmaker would have to feature in 
the top 10 (the automotive industry 
is a mixture of the best and the 
worst of old-world manufacturing). 
As would, for obvious reasons, one 
bank. A couple of energy firms (at 
the very top of the listing) is a must; 
there is a direct correlation between 
energy consumption and economic 
growth. A few software and phar- 
maceutical firms wouldn't hurt 
either. Nor would an infrastructure 
firm, one into engineering or con- 
struction. It would be nice to have a 
media firm too (then, we could be 
getting greedy). 

Will 2010 see a listing such 
as this? m 
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The potential for retail may just justify the skyrocketing valuations. 


T WOULD ONLY TO BE FAIR TO SAY THAT THE ORGANISED RETAIL SECTOR IN INDIA IS 

| yet to enter the growth phase. The reason for this is simple—only 3 per 

cent of the overall retail market comes from the organised segment. With 

the hope that FDI in the sector will be permitted at some point, the sector is 
expected to witness some of the highest levels of action. 

Today, the number of companies in the organised retail segment that are 
listed at the stock exchanges are also few in number—Pantaloon, Trent and 
Shoppers’ Stop. The trigger for retail, apart from FDI being allowed, is the real 
emergence of new demographics, rising incomes and the ability and willingness 
of the average Indian to spend. Investors, for their part, are clearly impressed 
by the retail story waiting to play out. 

Pantaloon Retail India's Managing Director, Kishore Biyani agrees that the 
demographics are looking good. “There is no fear to consume,” he states, 
terming the new phenomenon as the “arrival of the Indian consumer” 
which he attributes to factors such as more exposure and the greater avail- 
ability of goods and services. “Modern formats have greatly helped in the fact 
that more spending is taking place” he adds. The Indian economy is in the 
midst of an optimistic growth phase and this has resulted in higher levels of 
consumer spend. If FDI is eventually permitted, one is certain to see some 
large global retailers making a bid for a share of the consumer wallet here. 
KRISHNA GOPALAN 


ORGANISED RETAIL IS STILL IN 


COMPANY MARKET 

CAP (Rs crore) 
PANTALOON RETAIL (INDIA) 2,994.79 
SHOPPERS’ STOP 1,255.97 
TRENT 904.25 


L4 


Boom time?: It's here for Pantaloon’s Biyani and Shoppers’ Stop's B.S. Nagesh 


7 VIOTUNIER 7 


Telecom: Happening! 


Just ask the foreign telcos waiting to get in. 


S AN ARTICLE ELSEWHERE IN THIS MAGAZINE EXPLAINS (SEE INDIA, CONNECTING 
Д оп page 220) a slew of multinational telecommunication 

majors are waiting to enter the country. It helps that the government 
has notified that it is raising the ceiling on foreign direct investment (FDI) in 
telcos operating in the country to 74 per cent. And it helps that India hap- 
pens to be the second-most happening (if not the most happening) telecom 
market in the world. 

Much of the growth has come (and will continue to come) from mobile 
telephony operators (on either one of two rival platforms GSM or CDMA). 
Already, mobile tariffs in India are the lowest in the world and both telcos and 
equipment providers such as Nokia and Ericsson are working on ways to take 
them lower still. With a teledensity that is already into the double figures (and 
which is several times PC penetration), it is likely that an entire generation ePOS TERMINALS 
of Indians will first access the net through their mobiles. 

The financial success of companies such as Bharti Tele-Ventures (as this 





Porn 


FOR A PAUSELESS 


magazine goes to press, the company has risen to #4 in the market capi- BUSINESS 
talisation rankings, with a market cap of Rs 64,723 crore) has proved that 
it is possible to be big, offer low rates and still make money, irrespective of 
what analysts have to say about the low ARPUs (average revenues per user) 
for most telcos, just around Rs 400, less than $10 a month. With more tel- 
cos lined up for listing, next year's top 10 could see at least one more. 
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place their trust in us each a 
and every day. 7 o 





Our team of more than 380,000 employees around the world 
work passionately to guarantee reliable on-time delivery. 

Through the combination of all our efforts, we're able to offer 
you an extensive range of cost-saving business solutions and 


unfailing customer service support. We do all this so you won't 
waste precious time worrying about your package. Instead, 
you can channel your attention solely on your business. 

UPS. Helping you deliver more. 





WWW.ups.com/asia/delivermore x 
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The Тор 10 By Net Profit: 
Private & Public Sector 
ос 151,616.13 1 ONGC 8,664.43 1 ONGC 12,983.05 


RIL 7372021 
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ШШ TS BEEN RATED AS ASIA'S BEST 
| oil & gas company by Global 
|) Finance, a US-based magazine. 
| It’s been ranked as the second 
ma biggest exploration and pro- 
duction company in the world by 
Platts Energy Business Technology 
Survey 2004. And it ranks 454th by 
revenues and 95th by profits on 
the Fortune 500 list. If that sounds 
like the introduction to a hagio- 
graphical corporate storv, sample 
this: the state-owned Oil and 
Natural Gas Corporation (ONGC), 
the company in question, is India's 
most valuable company by market 
capitalisation (Rs 1,40,000 crore), 
net worth (Rs 46,500 crore) and 
net profit (Rs 12,983 crore). Now, 
for the no-brainer: it topped the 
list of Business Today's 500 most 
valuable companies in 2004-05 and, 
for good measure, has maintained 
that position this year, too. QED! 
And Subir Raha, the 57-year- 
old Chairman and MD of the com- 
pany, is spreading his wings further. 
He's already leveraged his com- 
pany's steroid-charged profits to 
lock up resources in Ivory Coast, 
Sudan, Russia, Vietnam, Australia 
and eight other countries, and 
ramped up capacity at home. The 
next step: enter into businesses that 
have hitherto been considered out 
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ASHISH GUPTA 


Big Just 
Became A 
Lot Bigger 






of bounds for the company. On 
the anvil are projects for under- 
ground coal gasification, coal bed 
methane (CBM) mining and setting 
up LNG complexes, special economic 
zones (SEZs), power plants and petro- 
chemical projects. 

ONGC’s top brass obviously 
hasn't read the book on core com- 
petencies, and even if it has, clearly 
doesn't think much about its con- 
tents. But there's a method in this 
madness; all the diverse strokes of 
these apparently unrelated activi- 
ties do conjure up a coherent bigger 
picture. *We already have the 


ONGC is leveraging its core competence 10 
enter а host of other fields. The mission: 
straddle the entire oil value chain and 
extract every paise worth of value in i 





necessary technology and domain 
expertise to enter into all these 
fields. We only have to modify them 
for our needs,” says Raha, adding 
that all of ONGC’s expansion plans 
leverage its strengths in the hydro- 
carbon sector. For instance, the 
company has 10 years experience in 
Gujarat for the underground gasi- 
fication of crude. The same techn- 
ology can be used for underground 
coal gasification, he explains. “Com- 
mercial production of CBM, the first 
time it's being done in India, will 
take off in early 2007 and under- 
ground coal gasification, in 2009," 


ONGC's Raha: Running a well-oiled organisation and exploring new avenues 


he informs. All the CBM proj- 
ects are located in and 
around Bokaro, Jharkhand. 

Again, his justification for 
investing in four SEZs—near 
the Kakinada refinery (owned 
by MRPL, an ONGC subsidiary, 
and пе), Mangalore refin- 
ery (owned by MRPL), 
Rajasthan refinery (owned 
by MRPL, Cairn Energy and 
the Government of 
Rajasthan) and Dahej in 
Gujarat—makes eminent 
business sense. “By becoming 
a co-promoter of these SEZs, 


FY 2004-05 HY 2005-06 973.8 
1,150 Sales ЖТ]?! 844.04 | Nov. 9. '05 
из. — PUE. 7457:11 | 
Ave Market Cap ПЕПЕ 140,000] 
950 - Figures in Rs crore *Аѕ on Nov. 9, 2005 
850 Í 
y | 
750 
650 bul | 
550 0, 


; Figures are BSE closing prices in Rs Source: CMIE, company reports 
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ONGC will drastically sla 
project Costs because of ft 
import of goods, and w 
also get to select plots at 
locations according to its ov 
sweet will," says Raha. Lat 
comers, he adds, will ha 
to pay a premium for 

land and may still be deni 
their desired locatio: 

development of infrast 
ture will be left to part 
with the requisite experien 
The cost, Rs 20-25 cror 

just a miniscule blob on th 
company's balance sheet 


‘The Chinese Bogeyman 













PAN HINA NATIONAL PETROLEUM 
{> Corporation (enpe), China's 
"we largest oil and gas producer, 


. is fast becoming a bogeyman for oNGC 
"Midesh: Ltd. (ом). Every time ovi has 






asset, it has found itself pipped to the 
post by its Chinese rival. 

. The latest chapter in this running 
saga of lost bids was played out at the 
auction of Canadian oil company, 
г PetroKazakhstan, which is the third 
` largest oil producer іп Kazakhastan. 
гом, which bid in partnership. with 
.Steel baron Lakshmi Niwas Mittal, 
“submitted the highest offer of $3.98 
. billion (Rs. 17,910 crore). But смс 
was al llowed to revise its bid to $4.18 
z billion (Rs 18,810 crore), allegedly 
after the auction had officially closed, 
and, thus, walked away with the prize. 
e goalposts are being changed af- 
"the match has begun,” Petroleum 


.. The long-term goal of reinvent- 
ing ONGC into a vertically integrated 
company present along the entire 
hydrocarbon value chain seems to be 
taking shape, too. It acquired a 51 
per cent stake in the then loss-mak- 
ing Mangalore Refineries & Petr- 
ochemicals Limited (MRPL), which 
was on the verge of being referred to 


Financial Reconstruction, for Rs 
227660 crore in March 2003 and 
` turned it around. During the year 
ended March 31, 2005, it processed 
11:85 million tonnes of crude, a ca- 
pacity utilisation of 122 per cent 
and earned a net profit of Rs 880 
crore. Raha has big plans for the 
company in which.ONGC now owns 
a 71.6 per cent stake: an expansion 
_ of capacity to 15 MMT in the next 2- 
3 years and then, to 30 MMT by the 
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“faced off with смес over a lucrative oil 


-the Board for Industrial and 


Minister Mani Shankar Aiyar told re- 
porters.in New Delhi. The govern- 


ment even made half-hearted attempts 


to persuade the Kazakhstan govern- 
ment to reopen the bid, but it was too 
late. The horse had already bolted. 


The same story was played out in . 


October 2004, when ом. signed ап 
agreement with Shell to buy. its 50 
per cent stake in Angola Block 18. 


But a generous offer of credit and aid by.. 


the Chinese government forced 
Sanganol, Angola's national oil com- 
pany, which had a virtual veto over 
the deal as the sole concessionaire for 
hydrocarbon exploration and production 
in that country, to opt for смс. And in 
September this year, the Chinese com- 
pany again trumped ovi’s attempt to 
buy Canadian company Encana Corp's 
75,000 barrels per day oil wells and 
pipeline in Ecuador. 

So, how does ovt. explain these: 


next four years. This will entail set- 
ting up a greenfield refinery in 
Mangalore. The obvious benefits: 
ONGC can sell crude to MRPL at arm's 
length prices and then sell the end 
products through its own petrol 
pumps, 50 more of which are ex- 
pected to be rolled out by next year. 
This arrangement is expected to 
add another massive dose of steroids 
to its profit and loss account. 

“Integration along 
hydrocarbon. value chain is not a 
matter of choice for a company 
with global footprint; it is an im- 
perative—we have to squeeze every 
available paise out of every molecule 
of crude,” says Raha, an electronics 
and telecommunications engineer 
from Kolkata's Jadavpur University 


` and an MBA from Leeds University, 


UK. But there are other, more 
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consistent losses? “They had as much 
to do with the aggressive bids placed . 
by the Chinese as with leverage pro- 


vided by their goverment,” says Subir 
‚ Raha, смо, ONGC. 


Currently, the ом. board has ром- =; 


` егѕ to clear bids of only up to Rs 300. 


crore, a pittarice in the multi-billion dol- 


lar global oil market sweepstakes. 


Anything beyond this has to be cleared 


‘by an Empowered Group of Secretaries 
and the Cabinet Committee on 


Economic Affairs. That's a sure-fire 
recipe for disaster i in the fast-moving Е: 
world of global business deals. Тһе 





Need of the hour is simple: give омес 
and ovt. full autonomy... 





important reasons for the com-. 


. pany's downstream. foray. Мо ех- 


ploration and production company, е 
he says, can depend solely оп а sin- 
gle cycle for survival anymore. “We 
have to become a part of the crude 
cycle, the refining cycle and the 


product cycle to tide over any 
` downturn in any one of them.” 


Such de-risking is sine qua non 
for maintaining cash flows, and 
hence, for futüre investments in its 
core exploration and production 
business. Raha uses the term "cash . 
flows" in its broadest possible sense; . 
it includes raising tens of billions . 
of dollars from abroad, since the 
Indian capital market still lacks the 
capacity and depth to generate such 
humungous amounts. “Forget 
equity. Why should anyone give us 
loans if we don't demonstrate our 


your potential. Our passion." 


Microsoft: 






Five minutes to 
showtime guys. 
Good luck. 









But Gaurav was 
supposed to 
compile the data. 
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The TEAM'S NOT WORKING AS A TEAM era is over 








Microsoft” Office has evolved. Have you? After all, the way we work has changed. 
As everyone gets busier, teamwork gets harder. That's why the latest version of 
Microsoft Office allows easy access to Team Workspaces. Now the whole team can 
access the same documents, schedules, and announcements regardless of their 
location. It's a new world where the old barriers to teamwork have simply gone away. 






It's time to evolve the way you work. Discover how at microsoft.com/india/office/evolve 


We've got Office 2000. Should we upgrade? 






Microsoft* 







© 2005 Microsoft Corporation. All rights reserved. Microsoft, the Office logo, and "Your potential. Our passion." are either registered trademarks or trademarks of Microsoft Corporation m the United State 
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| Going For The Company | 


e PROFITABILITY: Since most analysts believe that oil prices will 
remain at the current high levels for the next couple of years, 
5 the company’ 5 profitability will continue to rem jh. 


e ZERO MARKET RISK: Since there will always be a market i for its 
` products—crude and gas—it will continue to enjoy the 
E Confidence. of investors and | shareholders. 


e STRONG BALANCE SHEET: ONGC i is cash tich ai and debt free. This 
will allow it to implement ambitious plans and also absorb any 


s _Short- term. setbacks. _ 


ability to pay back them back. 
Hence, it's important to have a 
presence in the downstream sec- 
tor,” he argues. 

ONGC’s main priorty: secur- 
ing sustained growth. The game- 
plan: monetise ONGC's main as- 
sets—over 1 billion tonnes of. re- 
coverable oil and gas; and “asse- 


“We are milking our in-place re- 
serves to increase production. The 
cash generated from this is being 


assets in different geographies across 
the world. We are also placing a 
major thrust on upgrading tech- 
nology and machinery, thus, moving 
up the knowledge ladder. And 
thirdly, coming back to the original 
argument, we are entering new busi- 
nesses where we have synergy," he 
: explains with a flourish. 

In line with this third objective, 
the company is actively engaged in 
the development of gas hydrates 
(ice-like crystalline solids found on 


methane gas). It also plans to set 


up two captive wind power farms in 
Gujarat and Karnataka. This, say 
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tise” its huge cash flows. How? | 


aggressively invested in hydrocarbon. 


sea beds which contain rich veins of, —— 





e NEW INITIATIVES: Its move eto enter into downstream sectors 
such as refining and marketing and other areas like coal 


its top and bottom. lines: 


e GAS PRICING: Опсе gas prices are freed from government 
controls—and everyone is unanimous that it will definitely hap 
pen—ONGC will add a few thousand crores to its bottom line. 


analysts, will release more oil and 
gas for sale, save significant costs 


and help protect the environment. 

However, even as ONGC bets big 
on these diversifications, which 
Raha insists are not far removed 
from its core activities, it is 







7 redoubling efforts in its bread and 
- butter exploration and develop- 


ment activities and on acquiring 
equity in foreign hydrocarbon re- 
serves. The company is spending 
nearly $1 million (Rs 4.5 crore) 
every day on exploration and pro- 
duction. The projected capital ex- 
penditure: Rs 12,700 crore in 2005- 
06 and Rs 14,300 crore the next fis- 
cal. ONGC has put up 27 shallow 
water rigs and three deep water 
ones as part of this initiative. ^We 
now have the best technology avail- 
able in the world, technology that is 
used by Shell, BP-Amoco, Exxon- 
Mobil and others, Schlumberger 
and Paradigm Geophysical, again 
the best in the business, do our data 
analysis. But data interpretation is 
done in-house by our own team of 
experts," he says, adding that he's 
confident of a deep-water strike in 
the near future, *We have some 
leads, which makes us very opti- 
mistic about strikes in our deep- 
water project," he says, but refuses 
to discuss any further details. 

But all this can only be termed 
educated: crystal ball gazing. The 


That Could Go Wrong 


Ф FEW STRIKES: Despite massive investments by the company, 
ONGC may fail to make new strikes, given the risky nature of 
5 its business, both in sl shallow and | deep-water blocks. _ 


@ OVL's FAILURE: Production and exploration activities can face 







a setback in ONGC's overseas acquisitions because of political 
instability in countries such as Sudan and Vietnam, where it 


has made large investments. 


e FIRE IN BOMBAY HIGH: Any / accident at at Bombay. High could - 
cost ONGC dear because it accounts for around 60 per cent 
| of th the company’ s total crude production. 


e FALL IN CRUDE PRICES: Any sudden fall in internati onal prices - : 
will not only drastically reduce its profitability but also 


reduce its investments i in exploration. and production activities. 


e GOVERNMENT'S INTERFERENCE: Governmental interference 
in its day-to-day activities or politicians using it as а cash cow 
to meet revenue shortfalls could hamper ONGC's fortunes. 
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truth is that ONGC’s domestic record 
is, at best, mixed. It has 25 oil and 
gas finds to its credit over the last 
four years. It’s record in 2004-05: 
zilch. The company’s 100 per cent 
subsidiary, OVL, however, has been 
a success. From a company with 
only one property in Vietnam in 
2001, ovi—which has invested 
nearly $4.3 billion (Rs 19,350 crore) 
worldwide—today has 18 oil prop- 
erties in 13 countries, making it 
India's largest multinational. Its lat- 
est conquest: a second offshore ex- 
ploration block in Vietnam's Phu 
Khanh Basin; the estimated in-house 
reserves here are a staggering 190 
million tonnes. The icing on the 
cake: it is also the operator for this 
block. This means OvL will actually 
run the operations at this block. 
This is different from most of its 
other foreign investments where it 
only gets a share of the crude which 
is extracted by some other party. 
Elsewhere, it is already counting 
the dividends from its crude pro- 
duction activities. Its investment in 
Sudan gives it 75,000 barrels of oil 
per day, while production from 
Sakhalin I in Russia, which will 
begin to flow from the first quar- 
ter of 2006, is expected to net it 
50,000 barrels of oil per day. 
These successes are already evi- 
dent in its financials, OVL earned a 
profit of Rs 761 crore on sales of 
Rs 6,026 crore in 2004-05. It even 
declared a maiden dividend of 35 
per cent, resulting in a payout of 
Rs 105 crore. 

But critics continue to carp 
about ONGC’s domestic record, 
pointing to its poor strike rate 
within the country. The company 
has yet to make a major discovery 


after the Bombay High find in ` 


1974, despite making major in- 
vestments in this field. They also 
point to the fact that despite 
prospecting in the Krishna-Godavari 
basin for years it drew a blank there 
(its private sector rival, Reliance 
Industries, made the initial find of 
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Is the company in a sector 

where India has a long-term 
competitive advantage? 

ONGC is fast becoming a global 
oil and gas player with footprints 
already in 13 countries. While it 
may still not have the size of a 
Exxon Mobil or Shell, it has all the 
makings of a future vertically inte- 
grated oil and gas multinational. 





Does the company have what 
it takes to succeed in the 
long-term? 

Yes, the company has already 
put in place processes, rules 
and the initiatives to become a 
long-term player. 





Should you invest in the 
company (sector)? 

Yes, company expects that oil 
prices will firm up in winter, thus 
improving realisations. Further, it 
will soon enter the aviation turbine 
fuel segment, thus, adding to the 
revenue stream. 


14 trillion cubic feet of gas in the 
basin). It was more of the same in 
Barmer district of Rajasthan, where 
Canadian company Cairn Energy 
made the big oil and gas find (5 
million tonnes of oil and oil equiv- 
alent per year over the next 10 
years). “It will take some time for 
ONGC to really ramp up its pro- 
duction,” feels Deepak Mahurkar, 
Senior Consultant, Oil & Gas, 
PricewaterhouseCoopers. “One of 
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the reasons for ONGC’s poor show 
could well be the absence of a cen- 
tral data analysis centre, where 
data from all over is crunched,” 
says an analyst. “It hampers the 
company’s agility when it comes to 
quick decisions.” 

And despite OVL’s successes, its 
record is not entirely without blem- 
ish. Its attempts at acquiring oil eq- 
uity abroad have repeatedly been 
trumped by China National Petr- 
oleum Corporation, China's largest 
oil and gas producer (see The 

Chinese Bogeyman). There’s another 
major issue: is OVL paying too much 
for its overseas assets? It paid $2.7 
billion (Rs 12,150 crore) for a 20 per 
cent stake in Sakhalin-1. Exxon 
Mobil, which has a 30 per cent stake 
in the project, is believed to have 
paid a much lower price. “This will 
be one criterion on which ONGC's 
performance will be judged in fu- 
ture," says an analyst. 

Critics also point to the fact that 
the ONGC board has too much on its 
plate these days. *It won't be a bad 
idea to have an independent, pro- 
fessional board for MRPL. This is 
not to say that the current board is 
not doing a good job. But an inde- 
pendent board, focussed exclusively 
on MRPL, will be in a position to ` 
structure the business in an opti- 
mal manner," says a consultant. 

The biggest threat to ONGC's fu- 
ture, however, comes from the gov- 
ernment itself. “If it starts interfer- 
ing in its day-to-day functioning or 
even treats it as a milch cow, ONGC's 
performance is bound to plummet,” 
says the analyst. Raha understands 
that only too well. He has success- 
fully fought off interference from his 
ministerial boss, Mani Shankar 
Aiyar, and other senior oil ministry 
officials for some months now. And 


. as long as the company's top and 


bottom lines keep surging, these 
will remain entertaining, but in- 
consequential, side shows to the 
main growth story. Investors will 
raise a toast to that. Ш 
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‘November, Mukesh Ambani | 














“will be listening very keenly 


. to three detailed sine i 
ted to him. | 
hairman of © а 


plans pr 
| ына, п 


RIL, but will be the presentations 


of the top three finalists of the, 


MasterPlan competition, which is 
just one of the events being hosted 


by uM Ahmedabad students as а part 
of Confluence, IMA'S annual business 
school meet that will be held 
between November 24 and 27. 


thing or.two about crafting busi- 
ness plans, and executing them, 
having masterminded the setting 
-up of RIL’s refinery six years ago, 
having put together the blueprint for 
Reliance Infocomm, and now the 
strategies for the life sciences and 
retail forays. Reliance Infocomm, 
© of course, is now run by younger 

brother Anil, who's gone his own 
way with chunks of the Reliance 




















empire after a six-month long- 
- nesses and possibly would not dis- 
- play that invincible look that had 
become RIL’s trademark over the 
years. After all, the Reliance Group 


< drawn acrimonious battle for con- 
trol with his elder brother. Little 


wonder then that on August 3 this- 
year, shareholders of RIL were: 


ı Ambani, for his part, knows a i 
witness to a rather different annual 
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general meeting (AGM). The usual 
fanfare at each AGM was of course 
there, although the announcement 
on the demerger of the power, 
financial services and telecommu- 
nications businesses—in a bid to 
facilitate a settlement between 
Mukesh and Anil—took precedence 


. over everything else. Shareholders 
now had to contend with a new- 


look RIL, which had fewer busi- 






would now be without businesses 
that accounted for roughly 10 per 
cent of its revenues. Chairman 
Mukesh Ambani did his best to allay 
investors' fears: For one, he pointed 
out the demerger would actually 
lead to the unlocking of value for 
RIL shareholders—after all each 
shareholder would also get stock 
in the four companies that would 
come into existence post-demerger. - 
For another, the elder Ambani 
stressed on the preservation of the 
fundamental nature of RIL. 

— That's the crucial part. Over the 
years, RIL's core businesses of 
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Last Year... 


YEAR MAY BE JUST A DROP IN TIME, BUT THAT'S AN APHORISM THE AMBANIS, THEIR 
Ai: million-odd shareholders and 12,113 employees (at the end of 

ҒҮО5) may not agree with. Around this time in 2004, Mukesh 
Ambani blurted to a news channel that there were “ownership issues” 
within Reliance Industries Ltd (RIL). What followed was unforeseen mayhem 
till mid-June 2005, when eventually the warring brothers, Mukesh and Anil, 
hammered out a settlement, with each going his separate way. Before all that 
happened, the Reliance Group was a Rs 1 lakh-crore behemoth, with a 
major presence in petrochemicals, petroleum, polyester, power, telecom and 
financial services, with RIL holding a 50.2 per cent stake in Reliance 
Energy (REL), 47.2 per cent of Reliance Capital (RCL) and 43 per cent of 
Reliance Infocomm’s equity. 

Today, with a demerger that facilitates a separation between Mukesh and 
Anil on the cards, RIL is set to bear a new look. 

Power, telecommunications and financial services will not be a part of RIL 
anymore and will be run by younger brother Anil, who has already announced 
the creation of Anil Dhirubhai Ambani Enterprises (ADAE). RIL will be left with 
its core businesses of polyester, petrochemicals and petroleum, and an 
opportunity to pursue new avenues like life sciences and retail. Chairman 
Mukesh is now working on the blueprint of an integrated foray into retail, which 
will straddle the entire value chain—just as he's done in petroleum—right from 
procurement to warehouse management to the shopshelves. Shareholders 
for their part won't lose out as they will get shares in the four demerged en- 
tities (one for coal-based energy activities, one for such gas-based businesses, 
another for telecom and a fourth for financial services). 

The ADAE side, meanwhile, has been moving briskly, by acquiring 
stakes (strategic and financial) in companies like Adlabs, Celebrity Fashions 
and Kinetic Engineering. The Adlabs deal will make use of its expertise in film 
processing and production, which will be combined with Reliance Infocomm's 
mega broadband plans. The objective has been to bring "content at the click 
of a finger". Anil Ambani had earlier spoken of the potential in RCL to become 
a financial powerhouse and interestingly, most acquisitions over the last cou- 
ple of months have been through it. They may have gone their separate ways, 
but the Brothers Ambani are doing what Reliance has been best-known for 
so many years now: Growth that's focussed on creating shareholder value. 





demerger is all set to be among the 
10 largest oil and gas companies. 
The company enjoys healthy oper- 
ating margins, has low gearing and 
strong cash flows to fund its 
expansions," it states. 

If Ambani's ambitions materi- 
alise on the petroleum front, there 
will be more than one reason for 
RIL's shareholders to smile. 
Notwithstanding the pressure on 
margins as far as the petroleum 
business goes, that could well be 
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the biggest story from RIL (for the 
second quarter of 2005-06, net 
refining margins have fallen to 8.2 
per cent from 9.6 per cent for the 
previous quarter). *The scaling up 
of refinery capacity will make RIL 
extremely competitive on a global 
level. Oil and gas is an extremely 
compelling story and the gas dis- 
coveries will make them even 
stronger," thinks Rajiv Memani, 
Country Managing Partner, Ernst & 
Young India. The presence in every 
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Is the company in a sector 
where India has a long-term 
competitive advantage? 

Yes, this is because there is a 
shortage of refineries across the 
world. Overall, Reliance's strong 
presence in petroleum and petro- 
chem will make it a global player. 





Does the company have what it 
takes to succeed in the long-term? 
Yes. RIL's game plan is about 
making huge investments 

(Rs 50,000 crore), building new 
businesses and acquiring some. 





Should you invest in the company? 
After the demerger stating that the 
true value of each business will 
now be known, yes. The consen- 
sus is the RIL stock is still 
undervalued and given the healthy 
results for the first half of FYO6, it 
looks a good pick. 


aspect of the value chain is certain to 
help rit here and here is where the 
rollout of the petrol pumps (even- 
tually, there will be 5,849 pumps) 
will give it a presence in the last 
mile. Memani adds that the retail 
rollout will be “RiL’s next big story". 

So what does the demerger then 
imply for RIL shareholders? 
According to Karvy Stock Broking's 
Vice-President, Ambareesh Baliga, 
the demerger will not make much of 
a difference to RIL’s businesses. “RIL’s 
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interest in the demerged businesses 
was only in the form of equity hold- 
ings. The rit stock is still under- 
valued today,” he asserts. 

The rollout of the petrol pumps 
(these will also offer basic services 
like food and beverages, and recre- 
ation) could well be just one piece of 
the bigger picture Ambani has for 
retail, which could be to create huge 
malls/shopping complexes. 
According to Rajeev Thakkar, Head 
~ of Research, Parag Parikh Financial 
Services, retail holds out great prom- 
ise for RIL, although it will also 


prove a challenge. “But it is here 


where КП78 project execution skills 
could be useful,” he states. A 
Citigroup report released in August 
this year points out that in the over- 
all retail industry in India, organised 
(and modern) retailing accounts for 
just 3 per cent. “Rising incomes, 
favourable demographics and chang- 
ing consumer tastes are driving 
growth at more than 30 per cent for 
modern retail formats,” it adds. 
And like any other Reliance project, 


That Could Go Wrong 


LACK OF EXPERIENCE IN RETAIL: Considering this contributed " 





_ Gong For The Company 


PRESENCE ACROSS THE VALUE CHAIN: RIL has a presence from 


upstream (exploration) to refining and marketing, going all 
the way to the consumer leading to value chain dominatio 


ROLLOUT OF PETROL 


mega-plan envisages the rollout of close to 6,000 pumps 
across India. Eventually petrol will be only one of the many 


_ things sc sold. | 


LIFE SCI SCIENCES: With the healthcare pum gr / 


_ RIL is looking to get a. share of i 


BUSINESSES POSSESS HEALTHY CASH FLOWS: This will 
the company in raising large sums of money both from the 
domestic and international markets. 


this too is said to be massive in 
scale and according to Memani, it. 
is RIL’s ability to scale up effort- 
lessly. that makes it a globally com- 
petitive player. 


significantly to the troubled launch of Reliance Infocomm's 


wireless services, RIL must be ensuring that it gets it right on 
its retail plan this time around 


REFINING MARGINS UNDER PRESSURE: Though scalability i is not an 
issue with RIL, there have been pressures on refining margins. 
| _ With ve volatile crude oil prices, this i is surely an area of concern. ` 


THE SUBSIDY BURDEN: RIL has refused to share the subsidy - " 


that is today borne completely by the government. If it is 
ed to share this, profits. could see a downside. ne 


ORIGINAL INTEGRATION STRATEGY MAY HAVE TO BE REWORKED: - 
This initially outlined the strategy from the gas well all the way 


to electricity. With Reliance Energy not a part of RIL anymore, - 
 thiss strategy will have to be looked at t afresh. —- 


PAYOUT ON RIL'S HOLDINGS IN DEMERGED ENTITIES: As RIS. 
holdings in the energy, telecommunication and financial.. 
services businesses are untangled, some of Reliance's 
reserves may have to be sacrificed. 
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. The mega-plans will also per-. 
vade into the life sciences sector, , 


which Ambani terms the “next 
: major initiative”. Obviously, he has 


set his eyes on the emerging health 
care market, which is an astronom- 


ical $4.5 trillion (Rs 2,02,50,000 
crore) in size globally. It is learnt 
that there will be a couple of 
. announcements from this segment 

‘over the next couple of months. So, 


what will this foray be all about? ` | 
According to Ambani, RIL intends 


То incubate an innovation-driven 


biotechnology | business. “It also helps 
serve unmet needs in medicine, agri- 
culture, industry and the consumer. 


Life sciences would help RIL 1п 
^. engaging directly with the. consumer, 
stabilise cash flows and create new. 


product-market domains.” 
кп? ability to go global has 
ubt and Ambani 
oken of the need 
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HEN DUTCH BANKING 

major ABN AMRO 

announced a $2.22- 

billion (Rs 9,990- 

crore) outsourcing 
contract in September this year, 
naming three Indian firms of a total 
of five vendors for a global out- 
sourcing project, there was a col- 
lective sigh of relief from various 
industry participants and watchers, 
particularly investors and market 
analysts who were hoping that the 
disappointing fourth quarter 
(January-March 2005) perform- 
ance of the sector was a tempo- 
rary blip. 

Though growth had started to 
pick up in the first quarter of the 
current year, 2005-06, the ABN 
AMRO deal worked wonders in 
terms of market confidence. For 
one, it signalled that Indian ven- 
dors had appeared on the radar of 
customers along with the likes of 
IBM or Accenture. Though the value 
of the contract bagged by IBM was 
much larger, it wasn’t that much of 
a win for the company, given that 
even a couple of years ago it would 
have probably bagged the entire 
contract instead of having to settle 
for just part of the cake. “ABN AMRO 
was a benchmark deal,” says N. 
Chandrasekharan, Executive Vice 
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Add wealthy to that descriptor. 
TCS, Infosys and Wipro haven't jusl 
separated themselves from the 
pack, they are breathing down the 
neck 01 global heavyweights 
Accenture, IBM and EDS. 
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moving into spaces like 'transfor- 
mational business' or the rationali- 
sation of systems and processes or 
remote management of infrastruc- 
ture, or even transaction oriented 
business process outsourcing (BPO). 

The margins in these businesses 
are higher than in application 
development and maintenance, and 
the good news is that this foray 
into newer spaces is showing up in 
the revenues of companies as well. 
While Infosys jumped from a 4 per 
cent (sequential) growth in the first 
quarter of this year (April-June 
2005) to a 11 per cent growth in 
revenues in the second (July- 
September), TCS saw a climb from 
4.7 per cent to 9 per cent and 
Wipro registered a 5 per cent 


TCS’ FINANCIAL SNAPSHOT 





INFOSVS' FINANCIAL SNAPSHOT 













Source: CMIE, company reports 


growth in the first quarter in its IT 
services business and a 9.8 per cent 
one for the second. Evidently, the 
fundamentals of the business as 
reflected by the three bellwether 
stocks continue to be solid. 


Same, Yet Different 

Understanding the IT business is 
like trying to make sense of shifting 
targets and evolving paradigms all 
the time. It is not India’s first global 
industry for nothing. Companies 
in the business have had to chart a 
trail-blazing path, and in the process 
change the rules of the game glob- 
ally. Curiously enough, even as 
they chase similar goals, India’s 
leading rr vendors have adopted 
very distinct strategies. 
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DEEPAK G PAWAR 


Take Infosys for instance: it is 
not the biggest Indian rr company 
(TCS is), nor does it have a presence 
in the largest number of verticals 
(Wipro has), but it still evokes a 
kind of awe and respect that has 
helped it increase its market capi- 
talisation from Rs 38,122 crore 
in the last вт 500 (average market 
capitalisation in the first half of 
the year, April-September) to Rs 
60,585 crore this year. 

A lot of this has got to do with 
the middle-class success story of its 
legendary founders and their wealth 
sharing philosophy; then, this has 
been backed by the fact that the 
company has grown at a CAGR of 45 
per cent over the last five years. To 
put things in perspective, in 


WIPRO'S FINANCIAL SNAPSHOT 
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The Deal That 


NE OF THE MOST SIGNIFICANT OR 
О» the most significant 
۶ development for the IT sector 

this year was the mammoth $2.22-billion 
(Rs 9,990-crore) contract awarded by 
Dutch banking major ABN AMRO in 
September. The deal was significant not 
just for its size, but for the fact that for the 
first time in the history of the Indian IT 
sector, a single contract (spread over a 
five-year period) was handed out in parts 
to five different vendors—three Indian 
and two overseas. The Indian players 
who bagged parts of the contract were 
TCS ($200 million or Rs 900 crore), 
Infosys ($140 million or Rs 630 crore) 
and Patni Computers. While IBM bagged 
a lion's share of the contract, $1.8 billion 
(Rs 8,100 crore) for infrastructure man- 


application development and mainte- 
nance alongside Accenture, which was 
awarded a slice of the application 
development pie), the deal. assumes 
great significance as Partha lyengar, Vice 
President (Research), Gartner, a global IT 
research firm, reasons, because “earlier 
a deal like this would go at one shot to a 
player like, say, IBM alone, whereas 


1998-99, Infosys boasted revenues 
of a mere Rs 509 crore; it will close 
this year with sales in excess of 
$2 billion (Rs 9,000 crore). During 
this period it has managed to retain 
its margins (net profit) in the high 
20s, compared to its other Indian 
peers who generally do in the mid 
ы to high teens. Little wonder it has 
been a darling on the bourses. 
“Infosys is all about setting run- 
away aspirations and achieving 
them,” says Lakshmi Narayanan, 
President and CEO of Cognizant 
Technology Solutions. “(It is) A 
global leader in the information 
technology industry that challenged 
a generation of Indians to think big 
and do big. Infosys created a culture 
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agement (the Indian firms will handle’ 


Changed Everything 


here it has been broken down and 
handed out to five players”. This is defi- 
nitely not good news for the IBMs, 
Accentures or EDSes of the world for it 
simply signifies that the battle for market 
share has reached their doorstep, Even as 
they struggle to get the Global Delivery 
Model right (a Forrester study last year 
clearly pegged the overseas players 
behind the Indian software majors on 
practically every efficiency parameter of 
the offshore delivery model), Indian 
majors are putting their front-ends in or- 
der, with increased investments in sales 
and marketing, and through smart 
acquisitions. “If you ask me, the ABN 
AMRO deal, which typifies the strategic 
global sourcing trend, is the most 
important pointer to the future of the IT 
industry,” says Harit Shah, Analyst at 
Quantum Information Services. “Of 
course, at the moment the Indian players 
are not in a position to take on a billion- 
dollar contract, but the trend augurs very 
well for the medium-term and in the 
long-term Indian firms should be able to 
bag and handle mega contracts too." 
The man has a point. What the deal 
simply signifies is the faith (of customers) 


of transparency that helped others in 
the industry to learn and be fast 
followers." 


Wipro Has A Different 

Story To Tell 

The company, which was into 
selling vegetable oils, entered the 
IT market following the govern- 
ment of the day's booting out of 
multinationals, including IBM, in 
1977. Spotting an opportunity 
to fill the gap left behind by the 
likes of IBM, has paid Wipro 
handsome dividends. Over the 
last 10 years, its revenues have 
grown at a CAGR of 25 per cent, 
its net profit at an astonishing 47 
per cent. The company seems to 





IBM's Sam Palmisano: Will the 
smile stay? 


in the offshore delivery model coupled 
with the fact that clients are taking Indian 
vendors very seriously. Also, it couldn't 
have come at a better time. After a dis- 
appointing last quarter in 2004-05 (the 
January to March 2005 period wasn't 
kind to most Indian IT firms) and a mar- 
ginal improvement in the first quarter 
of 2005-06 (April-June 2005), this deal 
signalled that all was well with the Indian 
IT sector. And sure enough the second 
quarter of the current fiscal bore out that 
premise (and promise). 


have subconsciously modelled it- 
self on global rr Services behe- 
moth IBM to a great extent in 
terms of the range and breadth of 
its presence in various verticals 
(even going to the extent of hav- 
ing a Wipro 123 spreadsheet sim- 
ilar to IBM's Lotus 123). 

Unlike most Indian rr companies 
(barring TGS, which derives a sizeable 
12. per cent of its revenues from 
the domestic market) that have fo- 
cussed exclusively on the interna- 
tional market—primarily, the us, 
Europe and Japan— Wipro derives 
a significant chunk of its revenues 
from the domestic market. A full 16 
per cent of its Rs 8,169 crore rev- 
enues last year came from the do- 
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mestic market. Again, unlike most 
Indian rr players it has an impressive 
hardware portfolio. It sells every- 
thing from Pcs to the enterprise 
market to notebooks and servers. 
“Selling products is a Trojan horse 
strategy to get a foot in to the cus- 
tomers’ door,” says Suresh Chandra 
Senapaty, Corporate Executive Vice 
President (Finance), Wipro. There 
are a quite a few other things that 
set Wipro apart. It derives nearly a 
third of its total revenues from the 
European market compared to say 
22 per cent for Infosys. This means 
that if there is a slowdown in the 
American market, Wipro wouldn’t 
feel as much pain as other players. 
“Wipro has over 30 per cent of its 
revenues from the European mar- 
ket, something that few others can 
claim and (this and) its strong six 
sigma (practice) has moulded that 
into a key differentiator in the global 
market,” says Deepak Khosla, УР 
(Marketing), Patni Computers. 

Wipro’s telecom practice is the 
largest of all Indian players as is its 
outsourced R&D practice. Except 
for Siemens, Wipro works for all the 
major telecom giants, Alcatel, 
Motorola, Nokia and Ericsson. 
With the sector making a strong 
comeback globally this business of 
Wipro, which reflected the recession 
in the sector in the early 2000s, has 
seen an upturn. Infrastructure man- 
agement services or remote IT main- 
tenance and testing are two other 
verticals that highlight the com- 
pany’s strengths. These are the two 
fastest growing vertical segments 
for the company and are expected 
to power its short- and medium- 
term growth. 

‘TCS, on its part, belongs to the 
Tata stable and was only consti- 
tuted as a company (from being a 
division of Tata Sons) last year prior 
to its public issue and listing in 
August 2004. The company has tra- 
ditionally focussed on the fixed 
price fixed time business model 
(where payments are milestone 
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Are the companies in a sector 
where India has a long-term 
competitive advantage? 

Yes, they are. Generally speaking 
Indian IT companies have proven 
that offshore delivery works. 
Companies are also increasingly 
diversifying from the now-commodi- 
tised application development and 
maintenance work to consulting, 
systems integration, and packaged 
software deployment, which is a 
good sign. 





Do the companies have what 

it takes to succeed in the 
long-term? 

The one thing that the three 
largest IT services companies have 
in common is rock solid manage- 
ment teams. Besides this, they 
have each shown a propensity 
for topline growth in excess of the 
industry averages and also a 
capacity to manage operating 
margins in situations where cost 
pressures have mounted. They 
have also performed well on 
parameters like 'return on net 
worth' (equity--reserves) and 
display high productivity levels. 





Should you invest in the 
companies (sector)? 

Yes, but you need to have a long- 
term perspective. Valuations are 
currently very high, what with 
Infosys trading at 29 times FYO6 
(expected) earnings. Clearly these 
are not short- to medium-term 
investments. You need at least a 
three-year time frame when you 
look at these stocks. 


yada dst See 


based) unlike peers Infosys and 
Wipro, which still have a large part 
of their revenues coming from the 
time and material model (where 
clients are billed on an ongoing 
basis). While the fixed price model 
is less predictable on a quarter-to- 
quarter basis, it enables the company 
to take on more complex engage- 
ments. These projects, however, 
call for a greater onsite presence, 
thereby eating into margins. It’s a 
conundrum TCS faces, but one that 
the company has been able to over- 
come with very good productivity 
levels. As Harit Shah, an analyst at 
Quantum Information Services, 
points out. *In the first quarter of 
the current fiscal, Infosys' operating 
margins had fallen by 1.5 per cent 
on a sequential basis due to rising 
wage costs, but TCS, which had 
raised salaries, did not see a pressure 
on margins due to its improved 
productivity levels". 

All three companies display 
excellent return ratios. The return 
on net worth for Infosys, for 
instance, stands at about 40 per 
cent while Wipro's is at about 35 
per cent and TCS’ 65 per cent (the 
company's one time payout to Tata 
Sons last year renders its cash 
reserves low, which contributes to 
the high return ratio). While Infosys 
has seen a CAGR in revenues of 39 
per cent since 2000-01, TCS’ stands 
at about 33 per cent (Us GAAP) and 
Wipro's 28 per cent. Profit growth 
too (CAGR) stands at a healthy 32 per 
cent for Infosys, 27 per cent for 
TCS and 25 per cent for Wipro for 
the same period. 

The big question remains struc- 
tural growth for this sector: will it 
continue to grow at the 28-odd per 
cent that it has managed over the 
last several years? “There is still 
cost arbitrage (opportunity) and 
India's market share is still low so 
growth will continue," sums up 
Mahesh Vaze, IT Sector analyst at 
BRICS Securities. He warns of rising 
employee costs and increasing com- 
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& The offshore model i is gaining currency; India has thus for 
tapped just about 2 per cent of the $600 billion 

(Rs 27,00,000 crore) global IT Services market; and global IT 
spend is expected to continue to grow at about 5 per cent a 


With an Indian chip-design engineer costing just about 

1 $30,000 (Rs 13.5 lakh) a year, as compared to 

$150,000-$200,000 (Rs 67.5-90 lakh) in the US, the 

Indian IT sector's cost advantage is huge. The cost 
structure difference i in ITES/BPO i is even more stark. 


| The time zone advantage (India is 12 hours ahead of the US) ; 
puts India in a unique position. Even as American engineers · 


Indian IT firms have a headstart o over sr global competitors in in к 
the offshore delivery model and it is something they are 


With India producing four lakh engineers a year (compared to - 
around 60,000 in the US), the sector can cast a wide net to 





go to bed, their Indian counterparts can seamlessly pick up 


the baton- to continue work. 


—————"———Ó——!"———————Á aeaa a a aaaea i aiako anes aaa anaa aha ietan ant anton б 


€ Large and mid-sized Indian companies typically spend only 
2 per cent of their budgets on IT compared to global 
standards of around. 10-11 per cent. As Indian companies 
increasingly look to become global giants, their IT spend 
Will rise, creating a huge domestic market. 


moditisation of some of the work 
Indian IT firms traditionally do. 
Then, that's part of the game. 


The Road Ahead 

Each of these of these IT stars has its 
own set of challenges. While Wipro 
has displayed a huge appetite for 
risk, not all its acquisitions (since 
2001, it has spent more than $200 
million on some five acquisitions) 
have been successes. While some 
acquisitions like that of the energy 
practice of AMS or niche-consul- 
tancy firm Nerve Wire have helped, 
others like the pricey Spectramind 
(now called Wipro BPO and the 
company paid $95.5 million or 
Rs 453 crore for it in July 2002; it 
was done in two tranches) have yet 
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to pay off in a big way. 
Spectramind, in particular, has 


been a drag. With the bulk of its. 


revenues coming from the voice 
business where margins are wafer 
thin and attrition levels (of people) 
the highest, it has not proved the 
winner Wipro thought it would be. 
*Of course we have had some 
learnings,” admits Senapaty. “We 
have increased our non-voice busi- 
ness to around 16 per cent.from 
low single digits.” The man insists 
that the company’s risk-taking atti- 
tude has paid off. All acquisitions, he 
insists, are strategic in nature and 
“will help long-term growth”. “We 
will not buy revenues,” he adds. 
Sill, the operating margins in 
Wipro's BPO business have been 


- consistently falling. For the second 


quarter of the current fiscal, this 
stood at 13 per cent down from 


.22 per cent in the corresponding 


period of the previous year. 
Compare this with Infosys' BPO busi- 
ness, Progeon whose net margin of 
25 per cent for the second quarter 
of the current fiscal is double that of 
Wipro-Spectramind's operating 
margins and you will see why this is 
an area of concern for the com- 
pany. "Wipro has a strong pres- 
ence in remote IT maintenance and 
R&D services, but it seems to lack 


- specific domain skills," adds Patni's 


Khosla. “It is weak in financial serv- 


ices, which is the largest spender 


on IT and its telecom (practice) is 
primarily driven by its focus on 
R&D services, rather than an inher- 
ent strength in the market." 
Infosys, in contrast, has been 
wary of the acquisition route. The 
company has parlayed its core 
strength in application maintenance 
and development for the banking 
and financial services market, into a 


, sizeable presence into various other 


verticals like system integration and 
testing/validation as well as infra- 
structure management services. 
Barring an odd buy like its acquisi- 
tion of Expert Information System 
in Australia (now part of Infosys 
Australia) the company has been 
chary of growing inorganically and 
prefers to grow its own business 
rather than buy. 

Nandan M. Nilekani, CEO, 
President and Mp of Infosys, defends 
this approach. “Look at our track 
record,” he says. “Results speak for 
themselves. Pace of growth on all 
fronts, revenues, PAT, customers, 
people, all have been huge. Our 
ability to scale and grow business 
has been considerable." Compared 
to its other Indian peers, Infosys 


has moved more aggressively into 


the high margin, but high risk, con- 
sulting space—by hiring rainmakers 
and ‘growing a business around 
them--a traditional domain of 
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for the Indian IT sector 





© GLOBAL ECONOMIC SLOWDOWN (MORE SO AN AMERICAN ONE): 
IT spends after galloping for the past decade have been growing 
in low single digits in the past few years. If the American 
economy (from which Indian IT companies derive a bulk— 
70 per cent plus for most—of their revenues) slows down, 


so will the Indian IT story. 


© INFRASTRUCTURE: A no-brainer actually. If India fails to get its 
infrastructure act together at some point, even IT companies, 
which have in the past succeeded precisely because they 
were not inhibited by local factors, might succumb. Bangalore 
itself maybe Bangalored by a Bangkok or a Shanghai. 


@ RACE TO THE BOTTOM: The Indian IT sector should move away 
from being a price warrior alone. For this it will have to move 
up the value chain (consulting, domain expertise, 
verticalisation). Else it will be a race to the bottom. 


€ OUTSOURCING BACKLASH: Indian companies have to become 
more culturally inclusive; otherwise they cannot emerge as 
true global companies. Then there is the backlash against 


outsourcing itself. 


6 RISING COSTS AND AVAILABILITY OF TRAINED MANPOWER: Costs 
have been rising in the high teens. Rampant attrition (in 
excess of 25 per cent for the sector as a whole) and lack of 
trained manpower might also hinder its growth. 


international heavyweights like IBM, 
Accenture and EDs. 

Nilekani says that by some 
measures, Infosys already derives 
nearly a fifth of its revenues from 
the consulting business. This has 
also meant that the company has 
been able to move beyond the п 
manger level to CXO relationships, 
which are crucial. “We are al- 
ready a player at the high table 
and are actively considered for 
most $100 million-plus contracts,” 
says Nilekani. He admits that 
there are challenges the company 
faces. “Managing scale, while at 
the same time retaining the basic 
DNA of the organisation even as 
we sustain and enhance our cur- 
rent growth, will be our biggest 
challenge.” “I am confident we 
will be able to achieve it,” he adds 

TCS, a latecomer to the BPO 


business, has made up for the delay 
with its massive $850-million (Rs 
3,825-crore) win in the UK life 
and pensions industry space for 
insurance transaction processing 
for the Uk-based Pearl Group 
wherein TCS will take over Pearl's 
transaction processing division. 
And it has also acquired Chilean 
Comicrom, a banking and pen- 
sions BPO in that country. *We 
have clearly decided that we are 
going to be transaction process- 
ing oriented, platform centric and 
verticalised and all our strategies 
will be geared for this," sums up 
Chandrasekaran. 

Each of the three is adopting a 
different route to finally achieve 
the same goal, a global position of 
the stature of an EDS, IBM or 
Accenture. And who says these com- 
panies are similar? m 
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Mumbai 14 flights weekly 
Delhi 7 flights weekly 
Chennai 6 flights weekly 
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Move over P&G, Nirma and Colgate 
Palmolive, Hindustan Lever is up against 
à big, driven and deep-pocketed new 
competitor (T. The market braces for 
action asthe two consumer market 
ШШ prepare to lock horas. 


SHAILESH DOBHAL AND RITWIK MUKHERJEE 
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HE YEAR 2005 WILL PERHAPS = 
be remembered as a water- 
shed in the history of the 
country’s consumer market. 
Not just because the coun- 
try's biggest consumer marketer, 
Hindustan Lever Limited (HLL), 
managed to grow its revenues after 
a long dry winter that spanned over 
five years. And not even because 
after over a decade of being right at 
the top of the fast moving con- 
sumer goods (FMCG) podium (ac- 
cording to market capitalisation) 
HLL, once again, gave way to ciga- 
rettes-to-hotels major, ITC. 
The real story comes alive once 
you try peeking behind these num- 
bers. Why has the stock market 
given ITC a capitalisation of Rs 39, — HLL's Harish 
716 crore (#6 in the вт 500 list Manwani: His vision 
for HLL is awaited 


2 


this year) ahead of HLL’s Rs 33, 
688 crore (at #7)? Is it simply be- 
cause ITC's profit (and profitabil- 
ity) is much higher (Rs 2,191.40 
crore) compared to HLL (Rs 
1,197.34 crore)? Or is it because it 
has shown a compounded annual 
growth rate (CAGR) in sales (2000- 
2005) of almost 11 per cent, even 
while HLL’s remained flat over the 
same period? *Demand for ciga- 
rettes is price inelastic, so ITC has 
huge pricing power and hence its 
current valuation," says Vineet 
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Nigam, FMCG analyst at credit-rating global biggies s 
agency, ICRA. Well, all these have Gamble and Colgate Pal 
certainly played a significant rolein home-grown compet 
ITC's market valuation. Then, that’s Marico and Nirm \ 
not the end of the story. remains that in ‹ 












It is for the first time in HLL was compet 
the history of the India, with an « 
country's FMCG or fifth its size in 
market that HLL None of these 1 
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its match. Don’t profits, size of prod 
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Rural, With A Vengeance 


HEIR MODELS MAY BE AS AS DIFFERENT AS CHALK AND CHEESE, BUT 
Tee both HLL and ITC are looking at garnering a big- 
ger piece of the rural market. For one, HLL's Project Shakti 
uses the entrepreneurship of rural women to reach out to over one 
million rural households directly to sell anything from soaps and 
shampoos to tea and biscuits. ITC's e-Choupal, on the other 
hand, is an innovative, technology-aided low-cost model to build 
a trading platform (to both buy farm produce and sell agri inputs) 
with millions of farmers across the country's six lakh villages. In that 
sense, both are not purely distribution-driven endeavours, but 
examples of finding consumers at the bottom of the pyramid. 
There are about 5,000 e-Choupals now, spread over 31,000 
villages across the country. And ITC's agri business (second 
biggest in its portfolio after cigarettes) owes much of its success to 
e-Choupals. And as the network strengthens and spreads, ITC is 
looking at leveraging it to also sell its FMCG range (it also sells a 
range of other products for other companies including insurance). 
HLL's Project Shakti, the 'Amway' of rural India, now covers over 
12 states, 61,400 villages with 15,000 Shakti Ammas reaching 
around 71 million rural consumers. Though it is anyone's guess on 
the incremental reach and sales generated by these Ammas for HLL 
(currently just over Rs 100 crore by industry estimates), it's clear 4 
that the country's biggest consumer marketer is alive to the potential ^ Luring rural masses: That's precisely what HLL's 
of a market that contributes almost half its sales. Project Shakti and ITC’s e-Choupal are aiming at! 





MD, Subhiksha, a Chennai-based hold in the grocery chain market the investor’s point of view, what is 
discount store chain. Competitors almost overnight. important, going forward, is that 
point to the company’s smart choice Though it’s still early days, the the impending competition between 
of entry products, volume builders two have already sized each other these two can become a great 
such as atta and biscuits, something up in the market for confectioneries, internal growth driver for the sector, 
that has given the company a toe- branded atta and biscuits. From something that it lacks currently. 
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FY 2004 HY 2005 | FY 2004-05 HY 2005-06 
Sales  ЕИЖЕ 5,342.70 | __Seles Ж КЕЛЕЙ 4,450.03 | 
PAT ЕЕ ЕИ 559.18 | 112.55 PAT ЖЕТИ 1,130.63 | 


NES | ooog- Aug Market Cap IKEN 48,333.29" 


Figures in Rs crore *Аѕ on Nov. 9, 2005 


- Avg Market Сар ЕЕ Ио 37,982] 


1 The company's FY is from Jan.-Dec 
154.8 *As on Nov. 9, 2005 Figures in Rs crore 
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Figures are BSE closing prices in Rs 


**The company split its stock to face value of Re 1 from Rs 10 in June 2005 
Source: CMIE, company reports 
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Going For The sector 


e Strong economic growth coupled with good monsoons aids - 
cause of growth in the fast moving consumer goods (FMCG) 
Sector, across urban and rural India. 






helping i in Нир profi itability. 






e Huge tax concessions on ате i in sates euch as 
Himachal Pradesh and Uttaranchal has driven costs down, 


e Brand rélaüriches by HLL in téa, nem ad Баш seem 108 
Бе worki ing with these brands pi icking up market share. 


e Market leadership and relative inelasticity of cigarette demand 
has given ІТС a huge pricing power, something that its 
competitors can only dream about. 


ө An aggressive market share Sabine approach | in ‘the FMCG 
sector puts ITC in the reckoning with global biggies, such as 


Unilever and Nestle, in India. 


Even the current 5.4 per cent 
growth (July- September 2005) in 
the sector is largely driven by feel- 
good factor generated by a strong 
economy, and tee too the growth 
_is sub-optimal (below the GDP 
growth rate of 7 per cent), even 
while other consumer markets such 
as automobiles, telephony, electronics 
and retail continue to boom. “Rural 
growth normally picks up after a 


lag, so the broad picture for FMCG |. 
says Satish . 


” 


sales is optimistic, 
Kumar, MD, Henkel Spic. 


An Even Fight? 

“HLL is merely riding on current 
buoyancy in the FMCG sector. It 15170 
doing anything different in order 
to outgrow the market,” says Nikhil 
Vora, Vice. President (Research), 
SSKI, a Mumbai-based brokerage 
house. Though there is.a temptation 
to go along with Vora's views and 
dismiss HLL's strong 13.8 per cent 
revenue growth in the July- 
September 2005 quarter as just that, 
it would be unfair to discount HLL’s 
ability to outgrow the market or 
defend its turf against ITC's on- 
slaught. Its brands already reach 
two out of every three Indian 
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households (no other marketer 


comes even close, not even ITC). 


So, it could be just a matter of get- 


ting that elusive marketing touch. 


back, and it will fly, once again. 
True, HLL's new ventures, con- 
fectionery, ayurvedic products, 
ready-to-eat foods, direct-to-home 
distribution (Sangam), water, and an 









e ITC Ч EE highly PR ik 
- personal care, and it has to sustain huge losses | 
establish its brands against entrenched competitor 


@ Lack of global linkages in categories such as food and personal 
products can prove to be a competitive handicap for ITC while 
India 


, dealing with global bi iggies i 


e The Tobacco Bill.can prove to be a double-edged sword for IT 
with brands weakening without any strong promotional support. 


-Half-hearted attempts at the bis- 





@ Most of HLU's new ventures are either struggling or are, at best 
middling SUCCESSES, and this puts a serious question mark on 
; > 


q alternate rutal distribution channel 
. (Project Shakti) have, at best, not 


taken-off in any significant man- 


. ner. At worst, they are being shel- 







ved as in the case of confectioneries. 
Then, Sangam, Project Shakti and 
water are busine: f the future, 
much like rrC's foray into FMCG, 
and they need time and. nurturing 
before they can significantly im- 
pact sales or profits. 

*HLL has not taken aggressive 
bets on ‘its new businesses unlike 
ІТС,” says another FMCG analyst. 














~~ He has a point here, і for even while 





ITC continues to pour money (and 
post losses) in FMCG, HLL has chosen 
to be mindful of its bottomline. 









cuit market (with Bistix) and ready- 
to-eat foods (Annapurna 4'O clock 






- Tiffin) only strengthen the case 
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ITC Choupal Sagar in 
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ITC than being a mere tobacco giant! 


business around 64 per cent. 
"Someone willing to continuously 
spend such huge money on gener- 
ating sales and growth would cer- 
tainly be a threat to a big player 
such as HLL," says C.K. 
Ranganathan, Chairman and 
Managing Director, CavinKare. 

ITC seems to have had a free 
run at the FMCG market till now. 
However, as it attempts to delve 
deep into brand-led categories such 
as personal products, detergents 
and processed foods, it will have 
to face the might of some formida- 
ble brands from the HLL stable— 
Lux, Lifebuoy, Sunsilk, Clinic, 
Kissan, Lakme. And much like HLL, 
incremental growth for ITC in FMCG, 
here on, will come at an incremen- 
tally higher cost. 

“Well, we have the examples of 
Emami and CavinKare, companies 
that have successfully build per- 
sonal product brands from scratch, 
so why should it be different for 
ITC?” says a senior manager of a 
food retail chain. But don’t expect 
HLL to give up its dominance of the 


124 BUSINESS TODAY DECEMBER 4 2005 





Hyderabad: There is definitely more to 
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ITC Bhadrachalam Project: Beneficiaries of social forestry 
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at Ganapavaran village in AP 


Is the company in a sector 

where India has a long-term 
competitive advantage? 

HLL's ex-Chairman M.S. Banga's 
much talked about $10 billion (Rs 
45,000 crore) outsourcing oppor- 
tunity for the company and the 
country in FMCG hasn't mat- 
erialised as yet; the potential, 
though, surely exits. 





Do the companies have what 
it takes to succeed in the 
long-term? 

HLL and ITC are repositories of 
some of the country's strongest 
brands. They also have an 
enviable depth of management. 





Should you invest in the 
companies (sector)? 

If you are a long-term player and 
willing to invest based on business 
fundamentals, HLL and ITC are 
capable of throwing up pleasant 
surprises in the long-term. 


six-million-odd grocery retail shops 
across the country to anyone on a 
platter. Here too, rrc will have to in- 
novate and spend its way in, much 
like what it has done with atta and 
biscuits, something that will strain its 
bottomline, a sight the stock market 
hates more than a stagnant topline. 

“Market share (gain) is impor- 
tant for the long run,” says an HLL 
spokesperson. That is a clear indi- 
cation that HLL is willing to defend 
its turf, even if it means changing 
track and forgoing profitability, as 
apparent from a 1.35 per cent drop 
in its operational profits for the 
quarter ended September 30, 2005. 
“World over, intense competition in 
any category has always been good 
for the consumer and the category," 
says Utpal Sengupta, President, 
Agrotech Foods. 

With a head-to-head fight be- 
tween an aggressive ITC and a born- 
again HLL almost inevitable now, 
the FMCG market (and marketing) 
will never be same again. And hope- 
fully, it can help unlock the riddle of 


India's huge rural market. m 
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B NDIA’S FIRST PRIME MINISTER 

| Jawaharlal Nehru had called 
| dams, factories and infr- 
astructure the temples of mod- 
ern India. Construction and 
infrastructure development comp- 
anies can be LA for thinking 











Mammon. That's because the boom 
in the country's construction sector 
is translating into larger toplines 
and fatter bottom lines for almost 
every company operating in it. 
Larsen & Toubro, the largest 
company in this space, is aiming 
high. The goal: become an Indian 
E&C (engineering and construction) 
multinational by 2010. And it is 
doing so by constantly reinventing 
itself. “What is core today will 
become non-core tomorrow,” says 
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road ahead. MAHESH NAYAK AND E. KUMAR SHA MA 


A.M. Naik, CMD, L&T, adding that 
reviewing its portfolio is an ongoing 
process at the company “as you 
need to get out of businesses during 
good times—before they become 
obsolete". L&T has about 60-odd 
businesses under its umbrella. Naik's 
take: any business smaller than 





insi in IRS crore 


Rs 500 crore e thas: does not con- 
tribute significantly to ће prof- 
itability of the company is a prime 
candidate for sell-off. 

He’s confident that sales for the 
current year will grow 12-15 per. 
cent from Rs 13,418.38 crore and 
that the company’s order book 


7891.96 
Nov. 9,105 


*As on Nov. 3, 005 


| Source: СМЕ, company reports 
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Ф BEDROCK OF THE ECONOMY: Infrastructure is seen as the key 


enabler of rapid economic growth. Hence, the government is 
expected to keep pouri ing investments into the sector. 


e NEW GROWTH AREAS: Economic development i is throwing up. 
new opportunities in this sector—airports, oil and gas 
pi ipelines, ports and power plants, to name just. a few. 


e FULL ORDER BOOKS: Increased Capex by the Centre, states апа 
by private companies have resulted in bulging order books for 


_ most | players i in this sector. 


@ HIGH GDP GROWTH RATE: The economy i is expected to canter 


along at 6 per cent-plus for the next few years. As companies 
expand capacities to tap this opportunity, E&C firms will gain. | 


e RISING KNOWLEDGE GRAPH: Indian firms are scaling up their 
knowledge. Result: they are winning contracts that used to go 
to foreign players and also winning overseas contracts. 


last year. Says Satyam Agarwal, Res- 
` earch Analyst, Motilal Oswal: 
“Given its improving export mar- 
gins and bulging order book, we 
expect the company's operating 
margin to improve to 8.5-9 per 
cent in the next one year." 

Down south, IVRCL, the teenager 
on the block, is similarly bullish 
about its future. “Our target is 3,000 
x 4 by 2008,” says E. Sudhir Reddy, 
Vice Chairman and MD of the 18- 
year-old company. What he means 
is that IVRCL has set itself a target of 
achieving a turnover (Rs 1,057 crore 
in 2004-05), asset base (Rs 1,600 
crore at present) and market capi- 
talisation (Rs 1,479 crore on 
November 9) of Rs. 3,000 crore 
each, and a manpower strength 
(2,100 now) of 3,000 by that date. 
"There are enough opportunities 
in the. infrastructure sector," he 
says, "and at least 20 players can 
hope to become like L&T over the 
next 5-10 years.” Needless to add, 
he’s targeting a slot for IVRCL in 
this exalted list. 

Like most other players in this 
sector—and, indeed, like L&T, 
despite its protestations to the con- 
trary—IVRCL is looking to upgrade 
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its skills by tying up with global 
giants (see Hegemon or Benefactor?) 
And although i it is executing projects 
in a wide variety of sectors—roads, 

rural development, nuclear plants, 
etc.—it sees itself mainly as a niche 
player with a focus on the water 
sector, which accounts for 58 per 
cent of its total orders in hand of 


E Rs4,500 crore. Besides, it is 
implementing another. Rs 1,600- 





crore worth of build, own, transfer 


© (BOT) projects. 


Such healthy order books—and 
this phenomenon prevails: across 
the industry—will reduce competi- 
tive intensity in the sector and boost 


the margins of bigger players like 


L&T and IVRCL, Why? Most players 
are more focussed on executing 
orders rather than winning new 
ones, says a BRICS Securities report. 
And L&T, in particular, is passing up 
contracts which will not give it the 
desired margins. 

In order to maintain its lead over 
the competition, L&T has broadened 
its construction portfolio to 
encompass a whole range. of con- 
struction activities, from road proj- 
ects to high-end power, oil and gas 
projects. This diversification has 
given it the size and scale required to 
capitalise on the opportunities 
thrown open by the government's Rs 
1 lakh-crore infrastructure develop- 
ment programme (as of March 2005; 
analysts estimate that the figure could 
increase to over Rs 2 lakh crore by 
2010). L&T is also exploring 


That Could Go Wrong 


Ф GOVERNMENT POLICY: Infrastructure activity is driven mainly by 





the political leadership. Any political change at the Centre can 
| stall t the current. boom in the sector. 


€ RISING HR COSTS: Greater demand for manpower 2 as a 


result of robust growth in the industry will result in wage 
_ inflation, putting pressure on margins. 


e CAPITAL COSTS: Could go up if the interest rates ri rise. e. Secondly, 
companies increasingly trade in derivatives to hedge foreign 
Е exchange ri isks. This can be very risky for individual firms. 


Ф FOREIGN COMPETITION: Rising competition from foreign compa 
nies will squeeze margins. With import duties cut to zero 


_ levels, Andi ian companies start with a 7 


ndicap. 








T TALENT CRUNCH: Young engineers and professionals prefer qn 
consultancy and FMCG companies because of higher pay and 
the glamour quotient. This may affect the sector in future. 
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Hegemon Or 
Benefactor? 


HE INFRASTRUCTURE AND CONSTRUCTION SPACE IN INDIA 15 

moving up the value chain. As projects become more 

complex, high technology processes play an increasingly 
important role in their execution. Not surprisingly, Indian 
companies are sourcing technology either by forming joint ven- 
tures (JVs) with foreign companies or by taking over Indian 
companies that have it. 

Larsen & Toubro, India's numero uno infrastructure 
development company has a slew of joint ventures and 
associates—last year, its JVs reported a combined turnover of 
Rs 1,600 crore—but, surprisingly, it is wary of tying up with 
foreign partners. Says A.M. Naik, CMD, L&T: "| am dead 
against JVs in my core business. | don't want foreign partners. 
JVs survive only if technology transfers are a part of the 
agreement. Unless the Indian partner absorbs new technolo- 
gies, you can be rest assured that the foreign company will soon 
issue it marching orders." 

L&T can afford that attitude, but JVs still add value to 
smaller companies like IVRCL. "A JV can make a difference if 
it brings complementary strengths together. An international 
partner can also bring international exposure at an early 
stage. However, the partner should be part of the project and 
not just a balance sheet lender," says E. Sudhir Reddy, 
Vice Chairman and MD, IVRCL Infrastructure Projects Limited. 
The company's tie-up with Befesa of Spain in the niche water 
space helped it win a Rs 500-crore desalination project from 
the Chennai Metro Water Supply & Sewerage Board. The de- 
sign, build, own, operate and transfer (DBOOT) project is the 
first such project in India. “We hope to learn from them how 
a large full-fledged desalination plant can be built at low 
cost and still be technologically advanced and also learn 





iu ES 
Smooth ride : A highway project executed by IVRCL 


how to operate and maintain this plant,” says Reddy. 

Following this JV, Reddy says, he is now considering 
tying up with GE Water and Pall Filtration, both of the US, for 
future projects. Incidentally, IVRCL acquired Hindustan Dorr- 
Oliver from the Dubai-based Jumbo Group in September 2005 
to leverage its design, technical and manufacturing knowhow, 
especially in the water space and move up the knowledge 
chain. Says Reddy, “Hindustan Dorr-Oliver adds strength to our 
core areas of water and sewerage management and brings new 
products and services to IVRCL's portfolio." 

That JVs add value to Indian companies is undeniable. 
Despite its reservations, L&T has seven of them in sectors rang- 
ing from injection-moulding machines (L&T-Demag Plastic 
Machinery), dredging (L&T Dredging International), hydraulic 
excavators (L&T-Komatsu), industrial valves and safety systems 
(Audco), earth-moving and construction equipment (L&T 
Case Equipment Private Limited), paper industry solutions 
(Voith Paper Technology) and welding and repair solutions 
(EWA Alloys Limited.) 


opportunities in the construction 
and development of ports and air- 
ports and is also likely to enter the 
ship-building business soon. 
Another factor helping L&T is 
the increase in the average order 
size from Rs 300-400 crore a few 
years ago to Rs 800-1,000 crore 
now. Since customers typically pre- 
fer to place their orders with big 
players, the E&C division of L&T is 
ideally poised to leverage its size 
and track record of successful proj- 
ect implementation to win a signif- 
icant chunk of orders flowing from 
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fresh investments in infrastructure. 
“L&T is definitely much more com- 
petitive than its smaller rivals, 
especially when it comes to huge, 
complex projects which call for 
skills across a spectrum of sectors,” 
says a Mumbai-based consultant. 
Currently, L&T is working on 
15 major projects, and several sma- 
ller ones, including five overseas 
ones. It has also recently won orders 
worth Rs 3,050 crore. These include 
a Rs 1,000-crore order from Tata 
Steel to expand its blast furnace 
capacity, another one from 


Hyderabad Airport (Rs 500 crore), 
a residential complex in the UAE 
(Rs 340 crore) and the Muscat 
Water Supply & Pipeline Project 
in Oman (Rs 200 crore). 

The L&T management is also 
trying to create further value for 
its shareholders by rejigging its port- 
folio and by setting up holding com- 
panies for some of its businesses. 
For example, it has set up L&T Infra- 
structure Development Projects Ltd 
as a holding company for its inv- 
estments in the infrastructure sector 
and L&T Power Investments Ltd 
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for its power sector foray. It is also 
considering another holding com- 
pany for its property development 
business. The intention is very clear: 
have focussed, integrated businesses, 
which can unlock shareholder value 
under one roof. “This structure will 
allow L&T to mobilise funds through 
its subsidiaries without any effect 
on its own cash flows," says Agarwal 
of Motilal Oswal Securities. 

In line with its goal of becoming 
a multinational E&C company and 
also to hedge the risk of operating in 
a single country, L&T is expanding 
into new geographies as well. The 
goal: have a footprint spanning 14 
countries by 2010. The geography: 
West Asia, China and Africa. In 
fact, it will inaugurate a switchgear 
manufacturing unit in China in 
January 2006. The Electricals & 
Electronics (E&E) division of L&T, of 
which the switchgear unit is a part, 
contributes only around 9 per cent 
of total revenues (2004-05), but it is 
growing at a fast clip. “Our inter- 
national operations are expected 
to contribute 25 per cent of total rev- 
enues by 2010 (current level: 17 
per cent),” says Naik. By then, L&T 
hopes to achieve a topline of over Rs 
25,000 crore. But there are fears 
that L&T's focus on the international 
market may leave it open to damage 
and other claims in case of time 
overruns or any other failure. 

Also, managing input costs is 
always a tough ask, especially in an 
industry where project lifespans 
extend to several years. Both L&T 
and IVRCL try and cover this risk 
by focussing only on large projects 
at the top end of the market where 
technology becomes a barrier for 
small operators, thus, protecting 
themselves against undercutting by 
price warriors. L&T goes a step fur- 
ther and insists on an escalation 
clause linked to the cost of raw ma- 
terials. Alternatively, it insists that its 
customer supply it with inputs 
which are susceptible to price fluc- 
tuations. *We cannot afford to let 
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Are the companies in a sector 
where India has a long-term 
competitive advantage? 

Yes, it is a growth sector in India. 
There is serious government 
backing, both at the central and 
state levels. 





Do the companies have what 

it takes to succeed in the 

long term? 

L&T is the undisputed market 
leader and IVRCL a serious niche 
player in the water segment of the 
infrastructure development sector. 
Both are expected to survive and 
thrive in the medium- to long-term. 





Should you invest in the 
companies (sector)? 

By all means. L&T is considered a 
surrogate for the sector and looks 
set to maintain its record. IVRCL 
also looks a good long-term bet. 
The sectoral outlook looks bullish 
and good companies within it will 
continue to make money. 


our margins slip. Therefore, 80-90 
per cent of our project contracts 
have price escalation clauses," says 
Naik. There are, however, concerns 
that if there are significant cost 
escalations in L&T's fixed price con- 
tracts, they could eat into the com- 
pany's overall margins and put pres- 
sure on its profitability. IVRCL also 
follows a similar strategy. *Most 
of our contracts have escalation 
clauses. That apart, we protect our 
margins by focussing on efficient 
implementation of projects and by 


Going places: An absorber made by 
L&T for Kellog Woodside Energy 





spreading our risks across a larger 
number of them. Besides, like many 
other players in this sector, we are 
taking the Jv route to hedge our 
risks," says Reddy. 

“Given L&T's size and order book 
position, there is no cause for concern 
in the near- to medium-term," says 
Gurunath Mudlapur, Mp, Atherstone 
Institute of Research. But he wonders 
if L&T can maintain its lead in the 
long term. *Competitors are growing 
at a faster pace and can, in the long 
term, eat into L&T's market share." 
In FY2004-05, L&T had the lowest 
current orders backlog to net sales ra- 
tio among its peers like HCC, 
Gammon and IVRCL. This, he says, 
implies that its competitors are bag- 
ging a larger share of new orders 
than L&T. IVRCL, on the other hand, 
has nothing to worry on this count: 
Its order book can sustain its current 
sales level for almost six years. 

For now, both companies are 
viewing the future with confidence. 
“We are looking to build up our 
manpower and knowledge levels 
and increase our focus on the water 
sector,” says Reddy. His in-house 
design team has already grown more 
than three-fold from 45 to 145 sin- 
ce August following the takeover 
of Hindustan Dorr-Oliver. Reddy 
wants to ramp this up to 250 by 
2008, by which time, he hopes, his 
3,000 x 4 initiative will have reached 
its target. And Naik is confident 
that by then, L&T will have spread its 
wings further and be closer to its 
goal of becoming the first Indian 
MNC in the E&C sector. Ш 
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T THE END OF A LONG 
working day, Malvinder 
Mohan Singh, though 
tired, is looking happy. The 
President of the Rs 5,426- 
crore Ranbaxy Laboratories had 
arrived earlier that morning from 
the us after a week-long trip. 
Despite a long flight, his eyes strain- 
ing from lack of sleep, Singh had 
driven straight to his office in 
Gurgaon's Sector 32. The 33-year- 
old scion of India's largest phar- 
maceutical company has been field- 
ing calls from journalists and busi- 
ness partners the entire day. But 


for a change, Singh has some posi- 
tive news to share. The previous 
day, on November 9, Ranbaxy had 
won a process patent challenge in 
Norway against Pfizer's anti-cho- 
lesterol drug Lipitor. Although the 
Scandinavian nation is a small, $50- 
million (Rs 225-crore)-a-year mar- 
ket (and growing at 8-10 per cent) 
for Lipitor, it's a big morale booster 
for Ranbaxy, as it received an 
adverse judgment in a UK court early 
last month (of course, Ranbaxy 
plans to appeal against the UK 
court's decision soon). But the 
Norway ruling (although partial, 


as Pfizer has won its defenc 
the patent of the intermediate co 
pound) is а confidence-enhan 
since the mother of all judgment 
expected in December—when a 
court will announce its verdict 
the Lipitor challenge for that ma: 
ket. The value of the anti-cholesterol 
drug in the Us market is $7 billion 
(Rs 31,500 crore), which is as big as 
India's domestic pharma indust 
Singh says, *We are very confident 
of winning our challenges. We have 
a strong case," 

Funnily enough, whichever w 
the decision goes, either party has 


The global Indians: Cipla's Y.K. Hamied (left) and Dr Reddy's MD & COO Satish Reddy 
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@ India’s low-cost chemistry skills are an advantage. The country 
has the potential to capture a significant share of the 
$30 billion (Rs 1,35,000 crore) worth global contract 


Ri research industry. 


@ indi ia is emerging as a hub for clinical trials. A dozen global - 
companies such as AstraZeneca, Bayer, Eli Lilly, 
GlaxoSmithKline, Novartis and Pfizer have chosen India 
asa centre. for conducting. clinical trials and research. 


e In India it will cost only about $100- 200 million 
(Rs 450-900 crore) to develop a new drug, compared to the 
US' $500-900 million (Rs 2,250-4,050 crore), so a lot of 
basi ic research i is expected to be shifted to the country. 


& $80-billi ion (Rs 3,60,000 crore) worth of drugs are going off - | 
patent g lobally in the next three to five years, and India stands 
to gai n with its innovative and branded generics. 


e Indian companies have shown that they are capable of | of a 
acquiring companies abroad and will continue to do that 
to expand geographies and product portfolio. 


the right to appeal against it. 
Besides, challenging Big Pharma's 
innovations can become time-con- 
suming, costlier and uncertain. 
Ranbaxy has already spent $30 mil- 
lion (Rs 135 crore) in legal fees this 
year and the amount is unlikely to 
come down next year since the 
number of blockbuster drugs it has 
been challenging has gone up from 
11 last year to 17 or 18 currently. 
Nevertheless, that's one of the paths 
India's frontline pharma compa- 
nies like Ranbaxy and Dr Reddy's 
(DRL) have chosen to further their 
growth. In the past, Ranbaxy and 
DRL have won such patent chal- 
lenges and raked in hüge revenues 
(for instance, Ranbaxy's Cefuroxime 
Axetil launch in March 2002 raked 
in $115 million—Rs 563.5 crore 
then--in just nine months). “It’s a 
high-risk-high-return strategy. If 
you can crack one drug like Lipitor 
(valued at $11 billion or Rs49,500 
crore), it will bring in previouly 
unheard of revenues to the com- 
pany,” ` says an analyst. 

But coping up with uncertainties 
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in patent challenges is only one part 
of the worry for the Indian pharma 


biggies. The other is the cyclical- 


nature of the Us generics market, 





г resulting in: huge. price erosions in 


the bread-and-butter generics busi- 
ness of Indian pharma leaders. For 
instance, Ranbaxy saw а huge 90 
per cent dip in its.net profits in the 
third quarter (ended September 30, 
2005) to Rs 18.7 crore from Rs 
200.4 crore in 2004. In fact, the 
company has been putting up a 
poor show on the revenue as well as 
profit fronts for the last few quar- 
ters. Much of this can be ascribed to 
spiralling R&D costs, a spike in mar- 
keting expenses, and of course, 
because of lower sales realisations in 
the us market. The result: investor 
sentiment took a beating, with the 
Ranbaxy stock hitting a 52-week 
low of Rs 344 on October 25, erod- 
ing almost 60 per cent of its market 
cap in a matter of few days. 

DRL had also faced a similar 
situation last. year. In February 
2004, it lost a legal battle to launch 
its specialty drug amlodipine 


maleate (a variant of amlodipine 


besylate, the essence of Pfizer's best- 
selling angina and hypertension 
drug Norvasc), dashing its hopes 





@ MNCs will have an advantage over the next 10 years inthe — 
domestic pharma market. The product patent regime is 


already here, which disall OWS copying drugs patented after 


_ January 1, 1, 1995. 





@ Highly commoniticed generics industry would put pressure o on 
topline, so Indian companies. will have to cut costs and 
streamline their product portfolio, while at the same time 
enhancing their marketing budget. 


@ Thereisa growing consolidation in the international generics | 
market (for instance, Teva acquired Ivax); Indian biggies too 


| wilh have to go for size. _ 


d If the product pipeline i is $ not continuously spruced. up with a a Í 
steady stream of ANDA and Para IV filings, it would 


_ affect future earnings. 


e The smaller companies s (estimates rar range from 5, 000-25, 000. у 
such) could vanish if they don't i improve manufacturi ing 


practices and standards. 
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bt 500 


Bottomline Saver 


HREE WEEKS AFTER DR REDDY'S LABORATORIES (DRL) FLOATED 
T Pharma in a unique deal with Citigroup 

Venture Capital and ICICI Venture, the company's 
Executive Vice President and Chief Financial Officer Vishar 
Subramanian Vasudevan gets a reward: a promotion to 
President and Chief Finance Officer. In a mail to employees, 
DRL Executive Vice Chairman and CEO G.V. Prasad talked 
of the innovative deals ‘Vasu’ had spearheaded. Besides giv- 
ing shape to Perlecan, the country's first integrated drug 
development company to undertake research on new 
chemical entities (NCEs), Vasu was also instrumental in 
striking a deal with ICICI Venture to fund generics research 
early this year. These are clearly innovations in finance. And 
DRL needed them since heavy R&D spending had been tak- 
ing its toll on the company, which was already been suf- 
fering from declining margins in the US market. "Perlecan 
provides a model to rapidly advance DRL's existing as 
well as future NCE assets through Phase-ll trials and seek 
out-licensing, co-development or joint commercialisation 
opportunities," says Vasudevan. 

So, is DRL setting an example for others in the industry 
who have been grappling with the cyclical fluctuations in 
the commoditised generics market or those who do not want 
to take on research risks all by themselves? Gujarat-based 
Torrent Pharmaceuticals is believed to be thinking of roping in 
a private equity or venture capital firm to share its R&D 
risks. The partnership will be aimed at guiding one of its lead 
molecules through the process of advanced development to a 


VIVAN MEHRA 





Ranbaxy R&D: Not keen on partnerships yet 


stage of clinical application. Taking the lead compounds to clin- 
ical trial stage involves studies on a global scale and is 
fraught with high costs and uncertainties. But not every 
pharma exec will concur with that. "It's a good model for any- 
body who has a bottom line problem," says the chairman of 
a leading pharma company. Ranbaxy Laboratories, despite a 
slip in its bottom line in the last few quarters, says it will not 
consider any such partnerships currently. "Partnerships have 
always been available. But we haven't felt the need yet," says 
Malvinder Singh, President (Pharmaceuticals). Then, at the end 
of the day, sharing risks mean sharing returns too. 


of tapping a $200-million (Rs 900- 
crore)-a-year opportunity; besides, 
the company was losing share in 
the generics market in the us. Then 
Novo Nordisk announced that it 
was discontinuing trials of an insulin 
sensitiser molecule, which was lic- 
ensed to it by DRL. The result of all 
the bad news was that DRL’s stock 
tanked to Rs 700—half its peak 
price in early 2004. However, that’s 
changing as the company is taking a 
host of steps to drive revenues and 
cut costs (more on that later). 

So which are the most valuable 
pharma companies in this year’s 
BT 500? It is a mixed bag. For 
instance, Ranbaxy and DRL, which 
have a similar strategy of strong 
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R&D focus and the expensive policy 
of challenging patents, are significant 
losers. Ranbaxy, ranked 9 in 2004, 
is down to 11 this year. DRL tanked 
to 42 from 25 last year. One can see 
a similarity in what DRL went 
through last year and what Ranbaxy 
is going through currently. On the 
other hand, Sun Pharmaceuticals 
(which maintained the rank of 24) 
and Cipla (up to 23 from 25 last 
year), who do not follow the high- 
risk strategy of Ranbaxy and DRL, 
have benefitted. 

What have helped Sun are its 
strong domestic business and its 
lower dependence on the price-sen- 
sitive American generics market 
(exports constitute only 40 per cent 


of Sun’s sales while they do 80 per 
cent of Ranbaxy’s). In generics, Sun 
is maintaining a tight leash over 
costs. Says Dilip Sanghvi, Chairman, 
Sun Pharmaceuticals, “Ultimately, 
the generics business is all about 
costs.” In Cipla’s case, although 
domestic sales have remained flat, its 
core business of exporting formu- 
lations is doing well, and is growing 
at 15 per cent quarter-on-quarter. 
Cipla has also successfully struck 
partnerships with large us-based 
generic companies such as Watson, 
Ivax and Pentech Pharma for sup- 
plying formulations. Says Shahina 
Mukadam, Head (Research), IDBI 
Capital, “Cipla’s model is low risk. 
It partners with litigators instead 
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of litigating itself.” 

But DRL and Ranbaxy hope to 
turn around their fortunes through 
innovative deals, spruced-up prod- 
uct portfolios and smart acquisi- 
tions. In March this year, DRL struck 
a landmark deal with private equity 
firm ICICI Venture to raise $56 mil- 
lion (Rs 252 crore), which will fund 
the cost of launching generics in 
the US market. Last month, in a 
deal that was first of its kind in 
Indian pharma, DRL teamed up with 
Citigroup Venture Capital and ICICI 
Venture to form Perlecan Pharma, 
which will fund the development of 
new chemical entities. The private 
equity investors will each put in 
$22.5 million (Rs 101.25 crore) in 
Perlecan while DRL will contribute 
$7.5 million (Rs 33.75 crore), and 
over time hold a majority stake of 
close to 75 per cent in the com- 
pany. And on November 9, it 
acquired Roche's Active Pharma- 
ceutical Ingredients business, in 
Mexico for $59 million (Rs 265.5 
crore), helping it emerge a leading 
player in the Custom Pharma- 
ceutical Services (CPS) business and 
position itself as a partner of choice 
for innovator companies. 

DRL’s Executive VC and CEO 
G.V. Prasad says, “We have not 
altered the trajectory for the com- 
pany, but we do recognise the share- 
holders’ concerns in the short term.” 

Ranbaxy is also affected badly 
by the short-term investor expecta- 
tions, which Singh says “has no 
basis”. “Any upside from a win in 
the Lipitor challenge has not been 
factored into Ranbaxy’s future earn- 
ings while expenses have been fac- 
tored in the costs.” So a temporary 
legal setback has no impact on the 
fundamentals of the company. 
Concurs Y.K. Hamied, Chairman, 
Cipla, “I am against quarterly, half- 
yearly, or even annual performance 
expectations. We are in the busi- 
ness of science.” But the price ero- 
sion in the Us generics market is 
real and the key is how the 
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companies are planning to tackle 
it. “In the case of Ranbaxy,” says 
Brian Tempest, CEO, “the strategy is 
three-pronged—cut costs, have a 
strong product portfolio and 






Are the companies in a sector 
where India has a long-term 
competitive advantage? 
Low-cost manufacturing, world- 
class talent and well-developed 
R&D skills put the Indian pharma 
sector on par with that of the 
developed markets. 





Do the companies have what 

it takes to succeed in the 
long-term? 

The sector has companies that 
have been in the business for the 
last 40 to 70 years (like Ranbaxy 
and Cipla) and have successfully 
transformed in tandem with 
changing market dynamics. 





Should you invest in the 
companies (sector)? 

You should, depending on 

your risk appetite and investment 
horizon. The four companies that 
we have discussed are good 
medium- to long-term bets, and 
there are several others too that 
are worthy picks. 


explore inorganic opportunities.” 
Ranbaxy has already got 111 prod- 
ucts approved by the us Food and 
Drug Administration and 43 are 
awaiting approval, which will be 
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DRL's dose: Can you see the 

big bucks? 


the key to tap $40 billion (Rs 
1,80,000 crore) worth of drugs 
going off patent in the next three 
years. Besides, the company plans to 
raise $1.5 billion (Rs 6,750 crore) 
through a combination of instru- 
ments like ADRs, GDRs and FCCBs, 
and another $1.5 billion through 
debt. “This will be used to acquire 
quality assets in the Us (or anywhere 
else).” DRL, which hived off its R&D 
risks to separate entities with the 
help of private equity investors, 
claims a pipeline of 50 ANDAs pend- 
ing for approval. Among them, 26 
are Para IV opportunities that give 
a 180-day exclusivity in marketing. 

Indian pharma is clearly a mixed 
bag. The frontliners like Ranbaxy 
and DRL, who have bet big on R&D 
and risky patent challenges, are the 
long-term stories. Then there is Sun 
and Cipla who have less risky mod- 
els with a healthy combination of 
domestic and export opportunities, 
followed by dozens of contract man- 
ufacturers like Dishman Pharma. 
Take your pick. m 
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Tata Steel 


After six years, Tata Steel re-enters the top 10 at #10, yet another indica- 
tion of the resurgence of the sector as a whole in India 


Rank Company 

398  Suryalakshmi Cotton Mills 
478 Nahar Exports 
484 Rajasthan Spinning & Weaving Mills 
Courier services 

204 Blue Dart Express 

Crude oil & natural gas 

51 Essar Oil 

208 Hindustan Oil Exploration Co. 
Dairy products 

31 ` Nestle India 

106  Glaxosmithkline Consumer Healthcare 
Diversified 

22 Grasim Industries 

70 Indian Rayon & Inds 

79 Century Textiles & Inds 

188 DCM Shriram Consolidated 
190 Sintex Industries 

209 Voltas 

284 Кеѕогат Industries 

325 Nava Bharat Ferro Alloys 

366  Texmaco 

392 Andhra Sugars 

401  JK Lakshmi Cement 

402  Rallis India 

418  Apar Industries 

466 Bombay Burmah Trading Corp. 
472  Nahar Industrial Enterprises 
485  Prakash Industries 

Domestic electrical appliances 
459  Bajaj Electricals 

Drugs & pharmaceuticals 

11 Ranbaxy Laboratories 





24 Sun Pharmaceutical Inds 
25 Cipla 

33 Glaxosmithkline Pharmaceuticals 

42 Dr Reddy's Laboratories 

43 Nicholas Piramal India 

48 Wockhardt 

50 Biocon 

60 Glenmark Pharmaceuticals 

64 Сайа Healthcare 

67 Aventis Pharma 

73 Matrix Laboratories 

75 Lupin 

86 Pfizer 

107  Aurobindo Pharma 

113 Novartis India 

125  Divi's Laboratories 

159 Orchid Chemicals & Pharmaceuticals 
177 Wyeth 





AVG. MAR. CAP H1 2005-06 (Rs crore) 


357.59 
269.81 
264.34 


956.73 


4,270.27 
944.58 


7,205.89 
1,802.32 


10,934.17 
2,863.03 
2,620.4 
1,064.5 
1,050.03 
940.77 
613.75 
498.04 
407.11 
367.85 
353.17 
352.75 
337.66 
283.83 
279.62 
263.02 


293.29 


19,085.73 


ST pen © 


10,598.78 
9,271.93 
7,069.17 

5,739.1 
5,078.42 
4,606.25 
4,360.07 
3,324.17 
3,137.69 
3,105.11 
2,786.43 
2,728.61 
2,256.84 

1,793.7 
1,669.59 
1,507.71 

1,261.4 
1,133.14 






Rank Company 

186 Torrent Pharmaceuticals 
189  Panacea Biotec 
197 Abbott India 
200 Ірса Laboratories 
210  Dishman Pharmaceuticals & Chemicals 
212  Astrazeneca Pharma India 
215 FDC 

217 Strides Arcolab 

234  Dabur Pharma 

249  Alembic 

253 Merck 

255  Unichem Laboratories 

256 JB Chemicals & Pharmaceuticals 
381  Shasun Chemicals & Drugs 
388 Nectar Lifesciences 

391  Ind-Swift Laboratories 

394  Indoco Remedies 

399 Elder Pharmaceuticals 

407  Tasc Pharmaceuticals 

433  Natco Pharma 

496  Solvay Pharma India 

Dry cells 

305  Eveready Industries (India) 
Dyes & pigments 

126 Micro Inks 

416  Clariant (India) 

422  Colour-Chem 

468  Atul 

Electricity generation 

21 Reliance Energy 

28 Tata Power Co. 

119 CESC 

128  Jaiprakash Hydro Power 
166 Torrent Power AEC 

245 BF Utilities 

442 Torrent Power SEC 
Electronic components 

83 Moser Baer India 

375 Opto Circuits (Indía) 

404 Solectron Centum Electronics 
Electronic equipment 

269 Honeywell Automation India 
471  Yokogawa India 

Electronic tubes 

362  Samtel Color 

Explosives 

302 Gulf Oil Corp. 

490  Wimco 

Ferro alloys 

420  GMR Industries 

Finished steel 

10 Tata Steel 

55 = JSW Steel 

104 Essar Steel 

124  Ispat Industries 

156  Jindal Stainless 

244  Bhushan Steel & Strips 





AVG. MAR. CAP H1 2005-06 (Rs crore) 


1,076.55 
1,051.26 
999.23 
978.44 
933.93 
919.34 
911.07 
905.05 
809.97 
748.98 
721.61 
717.05 
713.8 
383.34 
377.04 
367.97 
363.93 
356.93 
343.69 
327.58 
252.13 


551.83 


1502 
338.65 
332.28 
283.17 


11,143.09 
7,826.1 
1,543.36 
1,472.19 
1,227.84 
766.45 
312.04 


2,452.75 
392.81 
348.58 


662.2 
280.97 


415.83 


558.61 
256.45 


335.35 


20,637.88 
3,852.82 
1,810.86 

1,509.9 
1,276.75 
768.66 


Join the scheme that makes 
Leave Encashment 
a relaxed time for corporates. 





LIC's Group Leave Encashment Scheme 


A relaxed atmosphere at work is no more a dream Other benefits: 
when faced with the possibility of mass leave 

encashment - every finance head's nightmare. Now, 
with LIC’s Group Leave Encashment scheme, that’s 
no more a cause for worry. You can protect the cash 


* Credit on date of receipt of contribution 


* Interest depending on size of fund 


flow, reduce the financial burden and administer all * Term Insurance cover in addition to leave pa 
this without any hassles. Surely, that's good news. * Hassle-free administration 

© Life Jusurouce Corporation of Judia 

ме 


TRUST - THY NAME IS LIC 


Insurance is the subject matter of solicitation 


your queries to: co. pgselicindia.com or SMS 'GROUP' AND "YOUR CITY NAME’ e.g. GROUP MUMBAI to 3636 


* Employer funding and Income Tax benefit year 


Zee Telefilms 


The one-time king of the air-waves is yet to come to grips with competition 
and has slipped #11 spots in the listing 









Rank Company AVG. MAR. CAP H1 2005-06 (Rs crore) Rank Company AVG. MAR. CAP H1 2005-06 (Rs crore) 

254  Kalyani Steels 721.01 . 486  Savita Chemicals 261.61 

290  Mukand 592.41 Machine tools 

345 Indian Seamless Steels & Alloys 454.71 241  Kennametal Widia India 776.47 

370  Uttam Galva Steels 403.06 Media-broadcasting 

414 Lloyds Steel Inds 339.57 38 Zee Telefilms 6,621.95 

424 Mahindra Ugine Steel Co. 331.71 158 New Delhi Television 1,269.79 

435  Shree Precoated Steels 326.84 309 TV Today Network 535.41 

494  Sunflag Iron & Steel 254.33 317 Sahara India Mass Communication 519.97 
Footwear Media-content 

260 Bata India 690.63 248  Balaji Telefilms 751.3 

439  Mirza International 314.65 303 Television Eighteen India 557.2 
Gems & jewellery ` 455 UTV Software Communications 297.57 

157  AsianStar 1,270.52 Media-print 

324 Rajesh Exports 498.5 89 HT Media 2,178.05 
Glass & glassware 206 Deccan Chronicle Holdings 953.36 

141  Asahi India Glass 1,386.36 423  Mid-Day Multimedia 332 

393  Hindusthan National Glass & Inds 364.83 Minerals 

406 Saint-Gobain Sekurit India 343.84 74 SesaGoa 2,784.47 
Health services 428  Ashapura Minechem 329.42 

115 Apollo Hospitals Enterprise 1,653.69 Misc. chemicals 

386 Indraprastha Medical Corp. 377.7 99 Sterling Biotech 1,872.78 
Hotels & restaurants 295 BASF India 584.02 

59 Indian Hotels 3,464.8 Misc. financial services 

94 ЕН 2,026.24 219 United Breweries (Holdings) 900.71 

122 Hotel Leela Venture 1,528.02 222  IL&FS Investsmart 881.86 

235 Asian Hotels 802.8 328  Cholamandalam Investment & Finance Co. 488.14 

297 Taj GVK Hotels & Resorts 580.46 Misc. manufactured articles 

361 Oriental Hotels 419.11 378 McLeod Russel India 388.83 

458 Jaypee Hotels 294.45 Misc. textiles 

Housing construction 228  Welspun India 850.18 

273  Unitech 645.86 Motors & generators 

342  Morarjee Realties 460.14 77 Crompton Greaves 2,674.18 

411  Ansal Properties & Infrastructure 341.77 329  Wartsila India 487.03 
Housing finance services 497 Igarashi Motors India 250.21 

9  HDFC 21,144.45 Nitrogenous fertilisers 

Industrial gases 147 Сһатба! Fertilisers & Chemicals 1,357.45 

298  BOC India 576.89 153 Gujarat Narmada Valley Fertilizers Co. 1,316.09 
Industrial machinery (excluding chem., textiles) 198 Gujarat State Fertilizers & Chemicals 994.91 

138 Alfa Laval (India) 1,388.95 274  Nagarjuna Fertilizers & Chemicals 641.62 

281  Praj Industries 621.49 283 Indo Gulf Fertilisers 614.75 
Infrastructural construction Non-banking financial cos (NBFCs) 

54 Jaiprakash Associates 3,920.97 ج‎ See ees | Mt 
127 Hindustan Construction Co. 149317 | | e p \ 
135 Nagarjuna Construction Co. 1,400.5 V ; | Ф УА 1 
165 МАСІ Infrastructures & Projects 1,233.31 е E 2 
348 Madhucon Projects 450.14 2 CL 
448 Noida Toll Bridge 306.99 ; y M 
Inorganic chemicals VNLT TEE Ya o AY ^ - LG 
410 Navin Fluorine Intl 341.91 45 Reliance Capital 4,911.54 
Liquor 110  Videocon Industries 1,672.08 

112 McDowell & Co. 1,670.93 243  Sundaram Finance 771.66 

220 Shaw Wallace & Co. 895.29 264 Tata Finance [Merged] 675.95 

226  Radico Khaitan 853.89 319  SREI Infrastructure Finance 511.22 

430  Jagatjit Industries 328.92 335 Shriram Transport Finance Co. 483.39 
Lubricants, etc. 356 Bajaj Auto Finance 430.36 

80 Castrol India 2,609.14 358  Shriram Investments 427.02 


338 Rain Calcining 471.82 473  Birla Global Finance 277.49 
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Maruti Udyog Limited 


Competition hasn't been able to match the company’s resilience, nor its 
success at launching new products (such as Swift) 





Rank Company AVG. MAR. CAP H1 2005-06 (Rs crore) 
Offshore drilling 

111 Aban Loyd Chiles Offshore 1,671.79 
382  Shiv-Vani Oil & Gas Exploration Services 380.1 
Other agricultural products 

321 REI Agro 509.73 
405 Lakshmi Overseas Inds 348.08 
Other construction & allied activities 

85 Gammon India 2,272.25 
306 Simplex Concrete Piles (India) 549.24 
Other fertilisers 

56 Tata Chemicals 3,786.29 
272 Deepak Fertilisers & Petrochemicals Corp. 647.84 
301 Coromandel Fertilisers 560.23 
470  Zuari Industries 282.07 
Other machinery 

343  Bharati Shipyard 457.17 
Other metal products 

62 JindalSteel & Power 3,239.31 
87 Gillette India 2,247.89 
367  Usha Martin 406.17 
461 LG Balakrishnan & Bros 291.09 
Other non-ferrous metals 

32 Hindustan Zinc 7,137.79 
Other organic chemicals 

142 Gujarat Fluorochemicals 1,384.5 
144 Bombay Dyeing & Mfg. Co. 1,374.93 
195  Godrej Industries 1,023.98 
237 Ніка! 789.03 
339 India Glycols 471 
354  Aarti Industries 433.43 
444 Schenectady Herdillia 310.17 
498  Narmada Chematur Petrochemicals 250.18 
Other plastic products 

387 Supreme Industries 377.48 
Other telecommunication services 

353 India Infoline 434.8 
Paints & varnishes 

52 Asian Paints 4,100.67 
120  Goodlass Nerolac Paints 1,536.12 
174 ICI India 1,144.74 
180 Berger Paints India 1,108.52 
Paper 

100  Ballarpur Industries 1,842.36 
425 Rama Newsprint & Papers 330.71 
438  JKPaper 315.19 
Paper products 

279  Bilcare 624.78 
Passenger cars & multi utility vehicles 

16 Maruti Udyog 13,464.17 
36 Mahindra & Mahindra 6,817.79 
296  Hindustan Motors 581.73 
Pesticides 

72 United Phosphorus 2,825.42 
136 Monsanto India 1,396.45 
170 Syngenta India 1,193.97 
224 Bayer Cropscience 862.6 






Rank Company AVG. MAR. CAP H1 2005-06 (Rs crore) 
Photographic films 
413  Jindal Photo 340.09 
Pig iron 
286 Southern Iron & Steel Co. 611.52 
380 Tata Metaliks 383.95 
495  Kirloskar Ferrous Inds 253.99 
Plastic films 
103 Мах India 1,820.69 
454  Polyplex Corporation 297.93 
Plastic packaging goods 
193 Essel Propack 1,029.52 
447 Flex Industries 307.22 
450 Paper Products 299.93 
Plastic resins 
214  Finolex Industries 912.9 
341  Ciba Specialty Chemicals (India) 466.04 
Plastic tubes & pipes 
230 Jain Irrigation Systems 841.08 
Prime movers 
76 Cummins India 2,687.97 
118  Thermax 1,596.61 
168  Kirloskar Oil Engines 1,202.71 
239  Greaves Cotton 782.27 
431  Hindustan Powerplus 328.16 
Printing machinery 
432  Manugraph India 327.81 
Processing of films/colour labs, etc. 

666.55 


268  Adlabs Films 


Pumps 
143  Kirloskar Brothers 

300  KSB Pumps 

Readymade garments 

69 Pantaloon Retail (India) 

196  Gokaldas Exports 

218 Trent 

440  Provogue (India) 

449  SPL Industries (Shivalik Prints) 
Refinery 


Js Reliance Industries 


Refractories 

266 Graphite India 

289 НЕС 

351  Vesuvius India 

Securities and stock traders 
216 Tata Investment Corp. 
Shipping 

66 Great Eastern Shipping Co. 
150 Essar Shipping 

258 Mercator Lines 


1,374.98 
574.17 


2,994.79 
1,011.66 
904.25 
314.01 
301.02 


88,281.73 
670.08 
593.02 
439.97 

910.5 
3,121.74 


1,321.59 
700.15 


Shoppers’ Stop 


Reflecting the almost universal appeal organised retail has for investors, 
the company debuted at #160 in the listing 





Rank Company AVG. MAR. CAP НІ 2005-06 (Rs crore) 1 Rank Company AVG. MAR. CAP HI 2005-06 (Rs crore) 
331  Varun Shipping Co. 486.09 - 58 Tata Teleservices (Maharashtra) 3,625.52 
460 South East Asia Marine Engg & Construction 292.83 | 102 HFCL Infotel 1,822.52 
Silk textiles . Textile machinery 
231  Himatsingka Seide 825.62 ı 154 Lakshmi Machine Works 1,287.02 
Soda ash i ics 
275 GHCL 640.09 : 49 Indian Petrochemicals Corp. 4,459.45 
Soyabean products | 81 Jubilant Organosys 2,52323 
307 Ruchi Soya Inds 546.69 146  Pidilite Industries 1,364.99 
Sponge iron . 282 Bhansali Engineering Polymers 615.06 
333 Monnet Ispat 484.13 | 397 Chemplast Sanmar 358.43 
487 Tata Sponge Iron 259.2 -. 421 National Organic Chemical Inds 333.63 
Steel tubes & pipes 426 Supreme Petrochem 329.86 
133 Jindal Saw 1,411.18 457 South Asian Petrochem 294.94 
161 Tube Investments Of India 1,243.61 Tobacco products 
175 Maharashtra Seamless 1,140.14 6 mc 39,716.41 
246 Welspun-Gujarat Stahl Rohren 763.97 225 Godfrey Phillips India 860.24 
262  Electrosteel Castings 681.53 308  VST Industries 537.19 
iod PSL 476 i 
Man Industries (India) 343.57 259 Thomas Cook (India) 692.95 
Storage & distribution Tractors 
162 Gujarat Gas 1,236.17 182 Punjab Tractors 1,100.45 
483 Reliance Industrial Infrastructure 265.69 265 Escorts 671.72 
Storage batteries Trading 
151  Exide Industries 1,318.53 130 Adani Exports 1,446,98 
383  HBL Nife Power Systems 379.84 160  Shoppers' Stop 1,255.97 
Structurals 232 ЗМ India 822.56 
229  KEC International 841.78 | 293 South India Corp. (Agencies) 587.22 
292  Kalpataru Power Transmission 588.24 -~ 462 Vishal Exports Overseas 290.8 
437 Jyoti Structures 31777  . Transformers 
. 479 Bharat Bijlee 268.84 
108 Bajaj Hindusthan 1,778.47 493 Emco 254.87 
116 Balrampur Chini Mills 165118 | Transport support services 
163  EID-Pany (India) 1,235.69 | 164 Gateway Distriparks 1,235.26 
288  Bannari Amman Sugars 5942 | Turnkey projects/erection contracts 
330  Dhampur Sugar Mills 486.15 | 14 Larsen &Toubro 15,459.77 
390  Mawana Sugars 372.15 | 132 Alstom Projects India 1,427.56 
467 КСР Sugar & Inds Corp. 283.73 Two & three wheelers 
491 Sakthi Sugars 256.14 17 Вајај Auto 13,389.99 
Switching apparatus |. 19 Hero Honda Motors 11,946.87 
34 Siemens 6,948.29 1 101 TVS Motor Co. 1,835.54 
40 ABB 6,040.68 | 476 Maharashtra Scooters 270.62 
227 Areva T&D India 85074 | Tyres & tubes 
312 Havell's India 53203 | 179 MRF 1,131.44 
fabrics |. 187 Balkrishna Industries 1,064.94 
140 SRF 1,386.55 192 Apollo Tyres 1,031.45 
— yarn 371 JK Industries 402.76 
Indo Rama Synthetics (India) 960.04 ` 436 Ceat 321.6 
s Jindal Poly Films 953.63 Vegetable oils 
299 Century Enka 575.88 121  Marico 1,531.51 
417  Recron Synthetics 337.76 | 352 Ruchi Infrastructure 438.76 
474  JBF Industries 276.31 Welding machinery 
Tea 364  Esab India 408.13 
57 Tata Tea 3,688.51 | 475 Ador Welding 272.53 
384 Assam Co 37976 | Wires & cables 
419 Parry Agro Inds 337.53 i 250  Finolex Cables 748.44 
Telephone services | 344 Sterlite Optical Technologies 456.65 
5 Bharti Tele-Ventures 48,647.5 | Woollen textiles 
27 Videsh Sanchar Nigam 8,239.32 ` 90 Raymond 2,167.12 









COMPANY AVERAGE MARKET CAP AV FRAGE MARKET CAP 


H1 2005-08 Rank 2004 41 2004-05 2004 2003-04 





RELIANCE INDUSTRIES... — 70,850.09 5984187. 







TATA CONSULTANCY. SERVICES 88,791.53 па 
INFOSYS TECHNOLOGIES 46,293.54 28,174.09 
WIPRO —- 2,838.36 28,906.30 






BHARTI TELE-VENTURES E 14,503.07 







HINDUSTAN LEVER 
ICICI BANK 

HDFC 

TATA STEEL - u | | 
ВАМВАХҮ LABORATORIES. ЕС 19,437.87 . . 16,084.37. 
HDFC BANK. ..12,769.71 _ 887240 ... 
TATA MOTORS . тол е ..15,807.62 10,737.53  Á. 
| LARSEN & TOUBRO 

SATYAM COMPUTER SERVICES - 

MARUTI UDYOG 

BAJAJ AUTO | 
HCL TECHNOLOGIES —.— 
HERO HONDA MOTORS . 
HINDALCO INDUSTRIES 20 | 
RELIANCE ENERGY a 1.62 11,069.84 60716686 
.GRASIM INDUSTRIES 3 ee 10605527 6,654.40 &«- 
_JET AIRWAYS (INDIA) PE na | 1062217 па. 
SUN PHARMACEUTICAL INDS | EE | Cl 7916.05 4,513.67 
CIPLA eee 2% 91000 — 7.83928 5,988.15 
GUJARAT AMBUJA CEMENTS. | 
| VIDESH SANCHAR NIGAM __ 
TATA POWER CO. _ 

| STERLITE INDUSTRIES (INDIA) 
IATED CEMENT COS _ 
NESTLE INDIA " | 5512.71. _ 5,666.31_ 
HINDUSTAN ZINC __ Е _ 4,901.80 2,972.56 |. . 
GLAXOSMITHKLINE PHARMACEUTICALS ч 5,335.21 3,467.50. 
SIEMENS... T 32.15 1,988.20 _ 
MOTOR INDUSTRIES co. s 2,935.25 
MAHINDRA & MAHINDRA. 

UTI BANK 

ZEE TELEFILMS 



















































DR REDDY'S LABORATORIES . 5,984.91 864000 _ 
| NICHOLAS PIRAMAL INDIA ` 3,829.72 | 1,838932 o 
КОТАК MAHINDRA BANK o. 2,712.94 1,662139  . 
ELIANCE CAPITAL 
ULTRATECH CEMENT 
COMPUTER SYSTEMS | 
"WOCKHARDT - 
INDIAN PETROCHEMICALS CORP. - 
BIOCON 













$ FY-ended Dec 31, 2003 3 FY-ended Jun. 30, 2004 € FY-ended Mar. 31, 2001 ¥ FY-ended Sep 30, 2003  FY-ended Oct. 31, 2003 {2 9 months-ended Dec. 31, 2003 
ft FY-ended Dec 31, 2002 P FY-ended Jun. 30, 2002 J FY-ended Mar. 31, 2003 Ф FY-ended Nov. 30, 2003 + FY-ended Oct. 31, 2002 E 15 months-ended Dec. 31, 2003 
@ FY-ended Jun. 30. 2003 M FY-ended Mar. 31, 2002 А FY-ended Sep 30. 2002 + FY-ended Nov. 30, 2002 3 9 mont wded Dec, 31,2002 X 18 months-ended Sep. 30, 2002 







A Mat ne Abd mons Rat canine МА. Nel anntieabla ROTA. Datum nn tatal aceata RACE. Return on ranital emolewed All Houres in Re crore ewent ROTA and ROCE w are in ner cant 


2004-05 


XX 15 monthe-ended Mar 31 
#% 18 mocths-ended 3 
м 18 months-ended J 


ROTA 
2004-05 


ded dj 
Ger! Mar 


- 308 


73,720.21" 
9,774.00 
7,129.65" 
8,270.15 
8,115.37 


5,425,878 

3,810.03 
22,794,108 
14,659.20* 


4,160.72 
10,882.80" 
4,364.51 
1274.37 
2,400.89 


2,373.17* 
2,730.60 
1,522.63 ® 
Pe TE kon - 
2,627.97% 


1,138.59! 
1,930.24! 
1,477,598 
1,281.51! 
163.17 


2004-05 


1 74,668.23! 
7122.73 - 
4,852.95! 
5,925,108 
5,002.488 


12,540,668 
4,892.44? 

16,314.63! 

11,130.24! 
2,560.50! 


3,516.57 

6,451.43 

3,457.97 — 
9722099 . 


2,285.52» 
2,356.61 

1,271.49 > 
1,807.99" 
2,131.94? 


609.851 m 
2,035,381 
1,565.70! 
1,151.04* 

382.598 


9 
NET PROFITS 


Rank 


J03 ++ 15 months-ended Mar 
2004 D Total revenues 





gures for 2003-04 are for 12 months ended March 31, . unless Ofte: 






















COMPANY | AVERAGE MARKET CAP 


HY 2005-06 Rank 2004 HY 2004-05 












ESSAR OL _ 815.99 
ASIAN PAINTS 00 "n | 8,057.67 2,765.69 |. 
DABUR INDIA - 2,366.58 1,82021 
JAIPRAKASH ASSOCIATES EE c M n.a. 
JSW STEEL EE mE 1,596.93 1,398.60 
TATA CHEMICALS. 

TATA TEA 
TATA TELESERVICES (MAHARASHTRA) 
INDIAN HOTELS 

GLENMARK PHARMACEUTICALS 
NIRMA — NE 2,483.84 2,767.53. 
JINDAL STEEL & POWER — | 2,170.38 1,161.89 _ 


























HCLINFOSYSTEMS 0 _ 5 947.12 

CADILA HEALTHCARE | 3,155.98 1,817.12 

COLGATEPALMOLIVE (INDIO. . 1924 

GREAT EASTERN SHIPPING CO. 

AVENTIS PHARMA 

ASHOK LEYLAND 

| PANTALOON RETAIL (INDIA) 

| INDIAN RAYON & INDS | 40.5% & 

FINANCIAL TECHNOLOGIES (INDIA) j 491,35 155.12 

B UNITED PHOSPHORUS — 7 908 — 158449 379.22 
| MATRIX LABORATORIES —— | 6 1998 _ 6 1,119.23 
SESA GOA _ es | 80837 | — 152319 646.55 

шю Ma ОВ 264347 1,891.00 

| CUMMINS | INDIA 

CROMPTON GREAVES _ 

| ARVIND MILLS ——- 

ENTURY TEXTILES & INDS. 

CASTROL INDIA 































JUBILANT ORGANOSYS | | 1,4081 — 757.19 
INDIABULLS FINANCIAL SERVICES _ 81862 ^ na. 
MOSER BAER INDIA 2,439.84 2,145.26 





BRITANNIA INDUSTRIES 173717 147095 
GAMMON INDIA — — | | . 820.21 317.46 
PFIZER — 

GILLETTE INDIA | 
P&G HYGIENE & HEALTH CARE 
HT МЕРА. 

RAYMOND 


























3 Consolidat b BT estimates A FY ended June 30, 2004 15 months ended March 31, 2005 [X] FY ended Nov, 30, 2004 м FY ended May 31, 2004 
17 18 months ended Sept. 30, 2004 Bp Total revenues. Y FY ended June 30, 2003 Ф 15 months ended March 31, 2003 X FY ended Nov, 30, 2003 4 FY ended May 31, 2003 
@ FY ended March 31, 2003 @ FY ended Dec. 31, 2004 Ф FY ended Sept. 30, 2004 # FY ended June 30, 2005 XX15 months ended June 30, 2003 @ 15 months ended Dec. 31, 2004 
Ld FY ended March 31, 2004 2 FY ended Dec. 31, 2003 + FY ended Sept. 30, 2003 О 9 months ended 1.2 ж 16 montis ended March 31, 2005 0/18 months ended Sept. 30, 2003 
па, Not avaiable ot: Not ranked N.A.: Mot applicable ROTA: Return on total assets.— ROCE: Return on capital employed Ad figures in Rs crore except ROTA, and КОСЕ, which ага in per cent 


















Igniting little Rahul's imagination with, 
his own personal computer. 


Wess No. 1 ! PC 





FECAL. 


RES ; RPRISE X 30.000 PROFESSIONALS — OPERATIONS IN 15 COUNTRIES , 





0 
TOTALASSETS ROTA _ as NET PROFIT 


2004.05 2904-05 209058 Rak mu 2004-05 Rank 


1,045.56 148 173.25 
2,366.16 65 2,111.08 
1,273.59 125 1,151.87 
3,251.59* 44 2,795.77" 
8,690.13 15 3,590.49 


2,408.80! 60 282877! 
2,775.32 52 1,547.07 
7,783.60% 20 4413.004 
1,331,701 112 1,333.60" 
1,088.57" 143 1,064.54! 


26.57 

1,118.86 908.16 
672.42 557.41 
1,664.69" 1010.81! 
1,328.60! 


1,273.691 1,182.66 
51.95 0.97 
1,352.86" 1,600.228 
1,619.53 1,477.66 
872.004 1,120.49 











* PY ended March 31, 2002 
8 months ended Dec, 31 
13-04 are for 12 months ended March 31, 














5 are for 12 months ended March 31, 2004, uniess 








Managing a Fortune 100 company's 
complex IT infrastructure from India. 





Leaders in Remote int 












COMPANY - AVERAGE MARKET CAP AVERAGE MARKET CAP 


H1 2005-06 Rank 2004 HI 2004-05 ЖШ . _ 2M 










(1,785.58 1,313.48 





FLEXTRONICS SOFTWARE SYSTEMS - 







GODREJ CONSUMER PRODUCTS 129931  . 814.35. 
MPHASIS BFL 2,001.31 1,638.54 
EIH 1,394.47 118928 —. 








DSP MERRILL LYNCH ——— | 1,263.0 835.00 


JAMMU & KASHMIR BANK 
STERLING BIOTECH 






181727, 1,801.59. 









| 85897 519.89 
(583.19 24879 
1,523.69. 855.24 


n.a 






AUROBINDO PHARMA - 
BAJAJ HINDUSTHAN —— 
| MOTHERSON SUMI SYSTEMS 
| VIDEOCON INDUSTRIES ————— 
ABAN LOYD CHILES OFFSHORE 













285.89 22933... un 
47979 26314 








MCDOWELL & CO. — 
NOVARTIS INDIA 164217 — 967.09 
| CENTURION BANK OF PUNJAB - 847.99 | 229.53 






APOLLO HOSPITALS ENTERPRISE — — — 977.47 585.56 
M BALRAMPUR CHINI MILLS 
KSL & INDS 


THERMAX _. 











9S. STIL... 
585.98 208.97 











MAHAVIR SPINNING MILLS. 
ISPAT INDUSTRIES 
DIVI'S LABORATORIES. 
MICRO INKS e eae 
HINDUSTAN CONSTRUCTION CO. _. 
JAIPRAKASH HYDRO POWER 
BIRLA CORPORATION 


1,012.62 _ 
1,579.23 





















& Consolidated A FY ended June 30, 2004 4 15 months ended Ма 2005 [XL FY ended Nov 30, 2004 И FY ended May 31, 2004 





H 18 months ended Sept, 30, 2004 M Total revenues № FY ended lune 30, 2003 # 15 months ended March 31, 2003 X FY ended Nov. 30, 2003 # FY ended May 31, 2003 
W FY ended March 31, 2003 @ FY ended Dec. 31, 2004 Ф FY ended Sept. 30, 2004 Ж FY ended June 30, 2005 XX15 months ended June 30, 2003 @ 15 months ended Dec. 31, 2004 
J FY ended March 31, 2004 J FY ended Dec. 31, 2003 + FY ended Sept. 30, 2003 D 9 months ended Dec, 31, 2004 ж# 16 months ended March 31, 2005 ©18 months ended Sept. 30, 2003 


n.a.: Not available n.r: Not ranked N.A.: Not applicable ROTA: Return on total assets КОСЕ: Return on capital employed All figures in Rs crore except ROTA, and ROCE, which are in per cent 








Helping a plane land safely in almost 
zero visibility. 





Cutting edge work in Aerospace 





gi tno honestate Одер ашына Te Retire d АЖ arn. ДР 








HE ROTA i JET PRO 


шй 02-05 Ha Оа 004 8 










































485.801 289 370.53! 
603.46 255 548.60 
| 765.67 203 580.581 
| 606.58! 253 460.93! 
368.20 269.612 














3,363.27 40 3290454 
253.32" 395 96.808 
| 65811! 237 468.128 
6,533.59 23 4,026.86 
48.07* 487 N.A. 















299.508 
1,902.30 82 177544 
488.74 288 520.28 
408.82 39101 : | 
_663.06* у — BA202 0 о 20 









4317 
















1,017.98" 893.75! 
| 256.60 392 195.41 
1,925.45 80  1,15525 
6,459.39 24 4,176.86 
320.29 















A 18 months ended March, 31, 200: 
ОФ 18 months ended Dec, 31, 2004 m FY ended Dec. 31, 2002 

deb 9 months ended Dec, 31, 2003 # FY ended March 31, 2002 

TE 3 months ended March 31,2003 & 18 months ended Dec. 31, 2003 










© 18 months 
sie FY ended Oct 





^9 9 months ended Mar. 31 
x] hs ended June 3 


















Doing more things than you 
imagined, everyday. 








30.000 PROFESSIONALS ^. OPERATIONS IN 15 COUNTRIES | 





Rs. 12,000 CRORE ENTERPRISE 
















































COMPANY 


HEXAWARE TECHNOLOGIES 
ALSTOM PROJECTS INDIA 
JINDAL SAW — 

ING VYSYA BANK 





MONSANTO ІМША 
| SUNDRAM FASTENERS 
„ALFA LAVAL (INDIA) 
SUNDARAM-CLAYTON 
SRF 
ASAHI INDIA GLASS - 
GUJARAT FLUOROCHEMICALS - 
KIRLOSKAR BROTHERS 
BOMBAY DYEING & MFG. CO. 
MADRAS CEMENTS — 
PIDILITE INDUSTRIES 


HINDUJA TMT 
SHREE CEMENT - 
| ESSAR SHIPPING 
EXIDE INDUSTRIES 
IDBI B 


LAKSHMI MACHINE WORKS 


JINDAL STAINLESS 
ASIAN STAR 
| NEW DELHI TELEVISION - 


| SHOPPERS STOP. 

TUBE INVESTMENTS OF INDIA 
GUJARAT GAS — 
EID-PARRY (INDIA) 

GATEWAY DISTRIPARKS - 





TORRENT POWER AEC 
POLARIS SOFTWARE LAB 
KIRLOSKAR OIL ENGINES 
KARNATAKA BANK 

| SYNGENTA INDIA 
INDIA CEMENTS 


| GUJARAT NRE COKE 
ICLINDIA | 
MAHARASHTRA SEAMLESS 
FEDERAL BANK 





SPICEJET . 


BERGER PAINTS INDIA 





Consolidated 

B 18 months ended Sept. 30, 2004 
W FY ended March 31, 2003 
G FY ended March 31, 2004 





GARJUNA CONSTRUCTION CO. 


.CHAMBAL FERTILISERS & CHEMICALS 


GUJARAT NARMADA VALLEY FERTILIZERS C 


„AMBUJA CEMENT EASTERN 


| ORCHID CHEMICALS & PHARMACEUTICALS 


IVRCL INFRASTRUCTURES & PROJECTS 


SASKEN COMMUNICATION TECHNOLOGIES 


A FY ended jung 





ү Cable ROTA: Return on total assets 










AVERAGE MARKET CAP AVERAGE MARKET CAP 





















Rank 2004 HI 2004-05 2004-05 2003-04 
1,183.73 _ 562.30 
872.08. 730.51 
789.27 754.71 
991.24 973.06 


1,036.35. 
256.77 
394.13 

729.26 

1,024.71 


128.80 
159.59 


13,035.86 . 
QNA, 

. 858.00. 

833.09 . 
836.93 


705.86 











2005 [EP FY ended Now 30, 2004 И FY ended May 31, 2004 
3 XFY ended New 30, 2003 # FY ended May 31, 2003 
HY ended dune 30, XX15 months ended June 30, 2003 © 15 months ended Dec. 31, 2004 
[3 9 months ended Dac 3L 2004 sk 16 months ended March 31, 2005 %18 months ended Sept. 30, 2003 
` ROCE Return on capital employed АП figures in Rs crore except ROTA, and ROCE, which are in per cent 


¥ FY ended June 30. 2003 
Ф FY ended Sept, 30, 2004 
+ FY ended Sept. 30, 200: 








ROTA SALES NET PROFI ROCE 


2004-05 — 2004-05 2004-05 Rank 2003-04 2004-05 Rank 2003-94 2004-0 





545.899 271 338.99"? 

854.818 182 62149 
133147* 136 80651+ 
1,114.69 139 1,267,190 
1,188.50 131 758.16 








692.33! 267.968 
238.92! 187.88! 
1,372.50! 707.38t 
1,148.05 1,011.68 
889.79 | 845.23 








1,495.16. 1,215.52 
928.09 - 751.82 
1,947.94 1,562.50 
1,145.05 759.86 
472.23 423.61 


1,566.42 1,336.06 
650.07 705.08 
766.42 609.51 

9366 — (5915 

1,071.34 776.59 








1,389.46 | 1,030.28 
24177 166.13 
284.86 131.64 
973.88 1,017.97 
867.24 555.29 








Q 18 months ended К end ` F¥e Ser * 18 months enced March, 31, 

oh FY ended Oct. 31 5 T A Y s ended Û 04 we FY ended Dec. 31. 2002 

$+ FY ended Oct, 003 3 4: FY ended March 31. 2002 

Э FY ended Oct. 31, 2002 xx 6 months ended Mar, 31.2005 T3 months ended March 31, 2003 € 18 months ended Dec. 31, 2003 

Ail figures tor 2004-05 are for 12 months ended March 31, 2005. unless otherwise mentioned; АН figures for 2003-04 are for 12 months ended March 31 ertened 












RANK COMPANY 







AVERAGE MARKET CAP 
5 11 20 


05-06 Rank 2004 

















SKF INDIA — 573.08 342.89 
PUNJAB TRACTORS 1,195.27 1,139.42 _ 
TITAN INDUSTRIES 420.09 252.50 
TATA INFOTECH 73326 | 563.96 






0 179.46 


UNITED BREWERIES 
TORRENT PHARMACEUTICALS | 
BALKRISHNA INDUSTRIES 
DCM SHRIRAM CONSOLIDATED 
PANACEA BIOTEC — 

SINTEX INDUSTRIES 

GUJARAT ALKALIES & CHEMICALS 


APOLLO TYRES ls aao 865.06 . 656.73. 

















" ATLAS COPCO (INDIA) 
GODREJ INDUSTRIES. 
GOKALDAS EXPORTS 
ABBOTT INDIA 
GUJARAT STATE FERTILIZERS & CHEMICALS 
| GEODESIC INFORMATION SYSTEMS. 
| IPCA LABORATORIES. 
PATEL ENGINEERING 
ALOK INDUSTRIES — Ni V 
INDO RAMA SYNTHETICS (INDIA) - 860.61 85285. 
| BLUE DART EXPRESS 4 39 | 566.36 - . 250.64. 
JINDAL POLY FILMS = 908... 424. .. 48649 — 296.84 










97.52 | 
309.74 — | 
















DECCAN CHRONICLE HOLDINGS - 
ASTRA MICROWAVE PRODUCTS 
STAN OIL EXPLORATION СО. 

| VOLTAS _ 
DISHMAN PHARMACEUTICALS & CHEMICALS 
INGERSOLL-RAND (INDIA) 
ASTRAZENECA PHARMA INDIA _ 
RICO AUTO INDS. 

FINOLEX INDUSTRIES _ 

кос СС 
“ТАТА INVESTMENT CORP. - 
STRIDES ARCOLAB 
TRENT — 
UNITED BREWERIES (HOLDINGS). 
_SHAW WALLACE & CO. 

TIMKEN INDIA. 

IL&FS INVESTSMART - 

EICHER MOTORS _ 

BAYER CROPSCIENCE 

GODFREY PHILLIPS INDIA. 
RADICO KHAITAN 
AREVA T&D INDIA 
| WELSPUN INDIA 
















735.17 — 787.24 
50641 












































& FY ended ju fm ended f H3 FY ended Nov. 30, 2004 И FY ended May 31, 2004 

W FY ended june + iD months ended March 31, 20037 X FY ended foy. 30, 2003 # FY ended May 31, 2003 
Ж FY moeg June 30, 2005 XX15 months ended June 30, 2003 @ 15 months ended Dec. 31, 2004 
jonths ended Dec. 31. 2004 se 16 months ended March 31, 2005 518 months ended Sept. 30, 2003 
pila employed АЛ hgures in Rs crore except ROTA, and ROCE, which are in per cent 

















Ф FY ended Dec, 31, 2004 
4 FY ended Maren 3i 4 3 FY ended Dec. 31, 2003 * 
nas Not avanable tero; Not ranked МА. Not applicable ROT» т 






TOTAL ASSETS 
2004-05 


j РҮ ended Oct 3 
++ FY ended Oct. 
} FY ended Get, 3 


ROTA 


2004-05 200405 
698.56 
942.46 

1,140.39 
777.67 
759.38 


1,280.40 
2,673.39 
683.73 
439.33 
1,905.93 


702.83 

1,329.32 
2,239.97. 

459.82 


300.20 
78.82 
2,224.84 
911.19 
1,295.30 


led Sept, 3 


B months ended f 


SALES 
Mk 20и 


562.41 
728.32 


1,073.26 
2,318.55 
623.80 
324.20 


730.38 
1143.13 
2,232.97 

354.68 

725.50 


510.82 
19611. 
664.77 
| 963.39 
311.35 


249.05 
33.13 
1,575.70 
996.64 
1,180.43 


Ф 18 months ended March. 31, 2005 


31.2004 s FY ended Dec. 31, 2002 
Ü 7: FY ended March 31, 2002 


* 18 months ended Dec. 31, 2003 'F 


0 
NET PROFITS 


2004-05 Rank 


жо t deci M. 

* 18 months ended Man 
. 15 months ended March 3 
1 month ended March 3 











































COMPANY . AVERAGE MARKET САР AV VERAGE MARKET CAP 


Rank 2004 H1 2004-05 2904-05 2003-04 






HIMATSINGKA SEIDE 684.44 |. 88826 
B GMINDA — И - 55217 - 436.09 
| | КАКИК \ VYSYA. BANK 648.58 496.45 
B! DABUR PHARMA | 1746.20. па. 
B ASIAN HOTELS — Кая 548.00 286.93 
GTL 
HIKAL 
$ CARBORUNDUM UNIVERSAL 
| GREAVES COTTON 
| ROLTA INDIA — 
B KENNAMETAL WIDIA INDIA 
CMC 
| SUNDARAM FINANCE - 
| BHUSHAN STEEL & STRIPS. 
BF UTILITIES 
WELSPUN-GUJARAT STAHL ROHREN 
MACMILLAN INDIA 
| BALAJI TELEFILMS 
| ALEMBIC _ 
NOLEX CABLES - 

















KALYANI BRAKES 491.87 407.01. 
HIMACHAL FUTURISTIC COMMUNICATIONS - | T |. 407.33 (— 584.87 
| MERCK - | ۰ ce OO 551.76 
KALYANI STEELS $4 206: 326.82 138.32 







-UNICHEM LABORATORIES. v 201. 424.95 263.26 
JB CHEMICALS & PHARMACEUTICALS - 
| AFTEK INFOSYS. 
| MERCATOR LINES —— 
| THOMAS COOK (INDIA) 
| BATAINDIA — 
CRANES SOFTWARE INTL 
ELECTROSTEEL CASTINGS 
JK CEMENT — 
| TATA FINANCE [MERGED] 
| ESCORTS - 
| GRAPHITE INDIA 
| IGATE GLOBAL SOLUTIONS 
ADLABS FILMS — 
HONEYWELL AUTOMATION INDIA 
| AUTOMOTIVE AXLES 
| ABHISHEK INDUSTRIES 
| DEEPAK FERTILISERS & PETROCHEMICALS, 
B UNITECH | 
NAGARJUNA FERTILIZERS & CHEMICALS 
GUJARAT HEAVY CHEMICALS 
PRISM CEMENT 
СЧ 
B. SCANDENT SOLUTIONS CORP. 
| BILCARE | 
GEOMETRIC SOFTWARE SOLUTIONS CO. 









500.49 477.78 




















Ф 15 months ended Mar 
+ 15 months ended March 31, 2003. X FY ended Now. 30, # FY ended May 31, 2003 
@ FY ended March 31, 2003 @ FY ended Dec. 31, 2004 Ф FY ended Sept. 30, Ж FY ended June 30, 2005 Xx15 months ended June 30, 2003 @ 15 months ended Dec. 31, 2004 
FY ended March 31, 2004 > FY ended Dec. 31, 2003 О 9 months ended Dec. 31. 2004 seit 16 months ended March 91,2005 618 months ended Sept. 30, 2003 
NA Not cable ROTA: Return on total assets НОСЕ: Return on capital employed All figures in Rs crore except ROTA, апд ROCE, which are in per cent 


М Consolidated ^ вт. est ates. E Y ended June 
B 18 months ended Sept. 30, 2004 ВӘ Tota! revenues ¥ FY ended June 3 











Mo 3 or Companii 


TOTAL ASSETS ROTA SALES NET PROFITS ROCE 
2008-05 2004-05 2004-05, Rako TT 200445 Rank n4 





149.97 444 1324 
271.24 383 23935 
687.46 223 
23577 405 
258.26 390 





312.87 256.62 
807.41 673.65 
645.06 494.56 

2,867.91 1,745.31 

17.88 16.26 


421.29 | 344.88 
922.66 1,134.00 
417.66 404.06 
943.37 542.54 

474.76 





163.38 113.70 
966.32 756.06 
423.44 0.00 
352.37 504.30 
2,070.94 1,677.57 





830.84 538.10 
529.39 517.61 
648.24 502.51 
1,272.54 1,082.12 
63526 244 559.41 


ended 
oh FY ended Oct. 31, 2004. 
+++ FY ended Oct, 31, 2003 15 montt 
>} FY ended Oct. 31, 2002 кх 6 months e Mar 31, 2005 А 
Aii figures for 2004-05 are for 12 months ended March 31, 2005, uniess ofhienwise mentione: ures for 2003-04 




















RANK COMPANY — | AVERAGE MARKET CAP AVERAGE MARKET CAP 


H1 2005-06 Rank 2004 ut 2004-05 2004.05 2003-4 

































PRAJ INDUSTRIES | 17941 53.87 
BHANSALI ENGINEERING POLYMERS . 365.18 (183101. 
| INDO GULF FERTILISERS - 493.26 353.00 
KESORAM INDUSTRIES 44419 220.50 


Е 427 71,27. 
HERN IRON & STEEL CO. - 
NIIT TECHNOLOGIES 

BANNARI AMMAN SUGARS 


BANK OF RAJASTHAN t. 
KALPATARU POWER TRANSMISSION 
SOUTH INDIA CORP. (AGENCIES). 
BLUE STAR 

BASF INDIA 

HINDUSTAN MOTORS 

TAJ GVK HOTELS & RESORTS 

| BOCINDIA —— 
| CENTURY ENKA 
| KSBPUMPS | 
COROMANDEL FERTILISERS 
„GULF OIL CORP 
TELEVISION EIGHTEEN INDIA - 
ЗІ INFOTECH —.— 
EVEREADY | INDUSTRIES (INDIA) TT 
| SIMPLEX CONCRETE PILES (INDIA) 

RUCHI SOYA INDS 

МТ INDUSTRIES | 

TV TODAY NETWORK 
KUMARS NATIONWIDE 
AVAYA GLOBALCONNECT 
HAVELU'S INDIA 

GOETZE (INDIA) 

SUBEX SYSTEMS. 
MASTEK 

EMAMI 
SAHARA INDIA MASS COMMUNICATION 
VIDEOCON INTERNATIONAL 

SRE! INFRASTRUCTURE FINANCE | 
MAHINDRA GESCO DEVELOPERS 
RELAGRO |... 

AZTEC. SOFTWARE & TECHNOLOGY SERVICE 




































38119 2064S 42. . 
.15432 .  , 126.84 .J .. 
303.11 186.52 

"na. 
149.93 








425.87 Е 35.46 
..208.95 411.68. 
| 308.28 /. 129.20 
29152 

436.67 








163,96, 





О ‚98.36 
JCT. | 238.73 . 20322 . 
RAJESH EXPORTS 16434 71.70. 


NAVA BHARAT FERRO ALLOYS "M 96 158.70 
PHOENIX MILLS 

NAVNEET PUBLICATIONS (INDIA) _ 
CHOLAMANDALAM INVESTMENT & FIN. со 
WARTSILA INDIA 

DHAMPUR SUGAR ! MILLS 











1 Consolidated 5 B estimates á FY ended June 








. 2004 # 15 months ended March 31, 2008 И FY enged May 31, 2004 

# 18 months ended Sept, 30, 2004 Mr Total revenues ¥ FY ended June 30, 2003 + 15 months ended March 31, 2003. X FY # КҮ en 31, 2003 
M FY ended March 31, 2003 Ф FY ended Dec. 31, 2004 + FY ended Sept. 30, 2004 Ж FY ended June 30, 2905 3 03 & 

Д FY ended March 31, 2004 3 FY ended Dec. 31, 2003 + FY ended Sept. 30, 2003 C) 9 months ended Dec, 31, 2004 — Sek 16 montis ended М 5 onths ended Sept. 30 
а ROCE 


Aare on per cent 





гаре ROTA: Retum on total assets КОСЕ: Return on capital i vê A figures in Rs crore except ROTA, am 





= 

C 

o> 
С 
=, 
c 





































244.26 400 121.60 
175.52 429 93.79 

| 678.35 228 578.52 
1,729.00 1,599.74 
195.96 156.57 





564.06 265 657.88 
566.35 264 359.61 
1,225.67 130 1,112.55 

922.54 171 701.51 
740.77 653.84 






















1,557.89 95 1,268.04 4i 
481.51 290 42113 0 3 
98.28 469 53.0 4 


207.62 
968.24 


338.59 
665.65 234 335.08 
533.94 275 481.96 
116.55 
255.4] 


845.03 602.67 

98.15 470 41.40 
648.49 240 592.52 
4,056.93 33 2,987.60 
436.28 












© 18 months ended June 30, 2003 @ 15 months ended June ЗО, 2004 
+ FY ended Oct. 31, 2004 Q8 months ended Mar 31, 2 
++ FY ended Oct. 31, 2003 x 15 months ended June 30, 2 
> FY ended Oct, 31, xx 6 months ended Mar, 31. 21 
Ail figures for 2004-05 are for 12 months ended M. 







w FY росе 
^ PY ended Marc 
© 18 months e 








ch 31, 2005, unless 














COMPANY AVERAGE MARKET CAP 
" Н E 2004-05 2003-04 


| | VARUN SHIPPING CO... _ 132.16 
RAMCO SYSTEMS — | ET o, 291.42 
| MONNET ISPAT — — | Me 11855 
PRICOL | : | | 198.63 
SHRIRAM TRANSPORT FINANCE CO. | 81.29 
B KPIT CUMMINS INFOSYSTEMS 
B PSL 
| RAIN CALCINING —. 
| INDIAGLYCOLS — 
B FORBESGOKAK — 0 
| | CIBA SPECIALTY CHEMICALS (INDIA) 
| MORARJEE REALTIES 
| BHARATI SHIPYARD 
STERLITE OPTICAL TECHNOLOGIES 
| INDIAN SEAMLESS STEELS & ALLOYS 
B GRINDWELL NORTON. 
| CHETTINAD CEMENT CORP 
| MADHUCON PROJECTS 





VESUVIUS INDIA 7 
, RUCHI INFRASTRUCTURE 
INDIA INFOLINE | 
AARTI INDUSTRIES — 
„INFOTECH ENTERPRISES 
BAJAJ AUTO FINANCE _ 
‚ AMTEK INDIA — 
SHRIRAM INVESTMENTS — 
| DATAMATICS TECHNOLOGIES - 
ZENSAR TECHNOLOGIES - 
| ORIENTAL HOTELS - 
| SAMTEL COLOR a 
| NUCLEUS SOFTWARE EXPORTS 
| ESABINDIA — — | ou. 
B. INFOMEDIA INDIA. 
E TEXMACO — 
USHA MARTIN ers 
NAHAR SPINNING MILLS. 
[| ELGI EQUIPMENTS — 
| UTTAM GALVA STEELS 0, 
| ЈК INDUSTRIES 22522878. _ 
_D-LINK (INE MEM 22412.13. 
| FORCE MOTORS - 353.55 .- 
| SHANTHI GEARS — — n ..,202.19 
| ОРТО CIRCUITS INDIA) — | | : 164.46 
QOCLINDIA — m 
| RAMCO INDUSTRIES E 
„MCLEOD RUSSEL INDIA — /—— 
TATA COFFEE ———— sss 
TATA METALIKS 

















E Consotidated B BT estimates A FY ended June 30 4 15 months ended March 31.2005 60 FY ended Nov. 30, 2004 % FY ended May 31, 2004 






B 18 months ended Sept 30, 2004 ВФ Total revenues ¥ FY ended June 30 3 + 15 months ended March 31, 2003 X FY ended Nov. 30, 2003 # FY ended May 31, 2003 
W FY ended March 31. 2003 @ FY ended Dec, 31, 2004 Ф FY ended Sept. 30, M 36 FY ended June 30, 2005 XX15 months ended June 30, 2003 @ 15 months ended Dec. 31, 2004 
ded Sept. 30, 2003 Ci 9 months ended Dec. 31.2004 sek 16 months ended March 31, 2005 %18 months ended Sept. 30, 2003 


a FY ended March 31. 2004 ) FY ended Dec. 31. 2003 + FY 
3 NA Not applicable ROTA: Return on total assets ROCE: Return on capital employed АН figures in Rs crore except ROTA, and ROCE, which are in per cent 











ae FY ended Oct. 31, 
++ FY ended Oct. 3 
+ PY ended Oct. 31. 
All figures for 2004- 





197.71. 
827.66 
75.72 


707.12 


1,071.26 
67.03 
215.75 
125.74 


2,237.50 
308.88 
1,010.99 
138.09 
79.14 


5 ended June 30. 2004 


1 






05 are for 12 months ended March 31 





9 months ended Mar 31, 2005 


113 months ended March 3 








2004-05 


645.34 
117.81 
107.66 
400.23 


2,021.62 
247.03 
828.67 

97.54 
58.52 


Ф 18 months ended March. 31, 20€ 


2004 we FY ended Dec. 31, 200: 





‚ 2003 #2 FY ended M. 


2003 


€ 18 months 





0 
NET PROFITS 


Rank 







2005, untess otherwise mentioned, All hgures for 2003-04. are tor 12 months ended March 31, 2064, unless otherwis 









































COMPANY RAGE MARKET CAP AVERAGE MARKET GAP 
1005 Rank 2004 KI ГЕ 2004-05 T 300304 


SHASUN CHEMICALS & DRUGS |. 85 | 23146 
41992 43.57 
HBL NIFE POWER SYSTEMS — © 147.02 = (170.57 
ASSAM CO. - s | © 7920 — 47.42. 
FAG BEARINGS INDIA _ m 228.16 152.00 
INDRAPRASTHA MEDICAL CORE 

SUPREME INDUSTRIES 

NECTAR LIFESCIENCES 

SWARAJ MAZDA 

MAWANA SUGARS | | 

IND-SWIFT LABORATORIES ОТТИ 
ANDHRA SUGARS - 24672 12311 
HINDUSTHAN NATIONAL GLASS & INDS _ |. 199.85 
INDOCO REMEDIES. О | |. 88181 
BANK OF PUNJAB [MERGED] — 267.92 
DALMIA CEMENT (BHARAT) 

CHEMPLAST SANMAR 

SURYALAKSHMI COTTON MILLS 

ELDER PHARMACEUTICALS 

MEGA CORPORATION - 

ЈК LAKSHMI CEMENT. 

ССІ PRODUCTS (INDIA) — А 8 Жо аљ 
“SOLECTRON CENTUM ELECTRONICS | HB 161.02 
LAKSHMI OVERSEAS INDS 3 1506 во 
SAINT-GOBAIN SEKURIT INDIA 

TASC PHARMACEUTICALS 

MAN INDUSTRIES (INDIA) 

WHIRLPOOL OF INDIA 

NAVIN FLUORINE INTL » 1 
ANSAL PROPERTIES & INFRASTRUCTURE |. 6473 | 20.26 
UCAL FUEL SYSTEMS — 1. | 22265 186.24 
“JINDAL PHOTO ONA 198.61 
LLOYDS STEEL INDS 0000 © 172.09 
MASCONGLOBAL E 246.24 
CLARIANT (INDIA) 
RECRON SYNTHETICS | 
APAR INDUSTRIES 
PARRY AGRO INDS 
GMR INDUSTRIES — 
NATIONAL ORGANIC CHEMICAL INDS. 
























































226.21 18467 
COLOUR-CHEM 30444 278.93 
MID-DAY MULTIMEDIA 170.30 | 89.26 


MAHINDRA UGINE STEEL CO. | o 16416 5418. 
RAMA NEWSPRINT & PAPERS 271.58 173.82 
SUPREME PETROCHEM 

.MUNJAL AUTO INDS 
ASHAPURA MINECHEM __ 
WHEELS INDIA 


JAGATJIT INDUSTRIES. 








a FY ended June 30, 2004 





' Conse idated > BT estimates # 15 months ended March 31,2005 [1 FY ended Now 30, 2004 * FY ended May 31, 2004 


# 18 months ended Sept. 30, 2004 Be Total revenues W FY ended June 30, 2003 + 15 months ended March 31, 2003 X FY ended Now 30, 2003 # FY ended May 31, 2003 
@ FY ended March 31, 2003 € FY ended Dec. 31, 2004 Ф FY ended Sept. 30, 2004 Ж FY ended June 30, 2005 XX 15 months ended June 30, 2003 @ 15 months ended Dec. 31, 2004 
wb FY ended March 31, 2004 0 FY ended Dec. 31, 2003 + FY ended Sept, 30, 2003 Û 9 months ended Dec, 31, 2004 жй 16 months ended March 31, 2005 9618 months ended Sept, 30, 2003 


nas Not available n.t: Not ranked N.A.: Not applicable ROTA: Return on total assets НОСЕ: Return on capital employed Al figures in Rs crore except ROTA, and ROCE, which are in per cent 


















































698.65 
1,098.44 
220.69 


36.46 
225.11 


210.71 
| 31923 
477.70 
1,517.53 
290.92 





© 18 months ended June 30, 2003 ® 15 months ended June 30, 2004 w FY ended Sept. 30, 2002 #14 months ended March. 31, 2008 X 10 months ended March 31, 2 

+ FY ended Oct. 31, 2004 © 9 months ended Mar 31, 2005 ӨЮ 18 months ended Dec. 31,2004 в» FY ended Dec. 31, 2002 # 18 months ended March 31, 2004 X 
++ FY ended Осі, 31, 2003 x 15 months ended June 30, 2005 ++ 9 months ended Dec. 31, 2003 ж FY ended March 31, 2002 ® 15 months ended March 31, 2008 

+> FY ended Oct, 31, 2002 xx 6 months ended Mar, 31, 2005 З months ended March 31, 2003 fi 18 months ended Dec, 31, 2003 E 1 month ended March 31, 200 





Aff figures for 2004-05 are for 12 months ended March 31, 2005, unless otherwise mentioned; АН figures for 2003-04 are for 12 months ended March 31, 2004, unless others 


COMPANY AVERAGE MARKET CAP 


H1 2005-06 Rank 2004 


HINDUSTAN POWERPLUS 

_MANUGRAPH INDIA 

NATCO PHARMA _ 269.89 — _ 17514 

MIRC ELECTRONICS pL mu 48 — _ _ 34487 

SHREE PRECOATED STEELS - CM 117.40 

CEAT _ 

JYOTI STRUCTURES 

JK PAPER, 

MIRZA INTERNATIONAL 

PROVOGUE (INDIA) 

DYNAMATIC TECHNOLOGIES 

TORRENT POWER SEC 

SONATA SOFTWARE 

SCHENECTADY HERDILLIA 

SOUTH INDIAN BAN 

HENKEL SPIC INDIA [MERGED] 

FLEX INDUSTRIES 

NOIDA TOLL BRIDGE. 

SPL INDUSTRIES (SHIVALIK PRINTS) - 

| PAPER PRODUCTS _ i i | 

SONA KOYO STEERING SYSTEMS. 3 15 © 198.05. 13770 . 

HELIOS & MATHESON INFORMATION TECH, I О лов 23520 

| HINDUSTAN SANITARYWARE & INDS — 065 19808 16317  & 6480 
job 20 259.06 169.94 


„YTV SOFTWARE COMMUNICATIONS __ n : n.a. 
.AHMEDNAGAR FORGINGS — ; 

SOUTH ASIAN PETROCHEM 

JAYPEE HOTELS 


BAJAJ ELECTRICALS __ 
SE ASIA MARINE ENGG. & CONSTRUCTION : | i 
LG BALAKRISHNAN & BROS | ; 104.64 
VISHAL EXPORTS OVERSEAS 28255 МА _ 
SHYAM TELECOM © 19940 16655 
KAJARIA CERAMICS _ 155.45 72.235. 
VISUALSOFT TECHNOLOGIES = 262.72 364.88 
BOMBAY BURMAH TRADING CORP 
KCP SUGAR & INDS CORP. 
ATUL 
ZF STEERING GEAR (INDIA) — 
ZUARI INDUSTRIES _ m 
YOKOGAWA INDIA | _ 99.18 
NAHAR INDUSTRIAL ENTERPRISES ——— ||. 9219 
| BIRLA GLOBAL FINANCE 116.71 
JBF INDUSTRIES | | 12888 
ADOR WELDING _ m 81,31. 
MAHARASHTRA SCOOTERS 
| NRB BEARINGS 
NAHAR EXPORTS 


ENNORE FOUNDRIES 








f Consolidated + BT estimates á FY ended June 30, 2004 $ 15 months ended March 31, 2005 FY ended Nov 30, 2004. М FY ended May 31, 2004 
E 18 months ended Sept, 30, 2004 PP Total revenues Ҹ FY ended June 30, 2003 Ф 15 months ended March 31, 2003 x FY ended Now 30, 2003 # FY ended May 31, 2003 
@ FY ended March 31, 2003 @ FY ended Dec. 31, 2004 Ф FY ended Sept. 30, 2004 36 FY ended June 30, 2005 XX15 months ended june 30, 2003 @ 15 months ended Dec. 31, 2004 
1 FY ended March 31, 2004 iJ FY ended Dec. 31, 2003 + FY ended Sept, 30, 2003 DJ 9 months ended Dec. 31,2004 se 16 months ended March 31,2005 618 months ended Sept. 30, 2003 


na.: Not available n.r: Not ranked AAS Not applicable ROTA: Return on total assets ВОСЕ: Return on capital employed АН figures in Rs crore except ROTA, and КОСЕ, which are in per cent 





- TOTALASSEIS ROTA 
Nds 2004-05 








230.99 
281.52 
171.60 

1,022.74 
792.31 


. 


365.30 
ao cn | 11293. 


i з 9 0331.56 
5 229.78 


2,680.62 
31741 
0.00 
188.18 





© 18 months ended June 30. 2003 ® 15 months ended June 30. 2004 :& FY ended Sept 30, 2002 
© 9 months ended Маг 31. 2005 ӨӨ 18 months ended Dec. 31, 2004 


+ FY ended Oct. 31, 2004 


++ FY ended Oct. 31, 2003 x 15 months ended June 3C, 2005 +4 9 months ended Dec, 31, 2003 
# FY ended Oct. 31, 2002 xx 6 months ended Mar. 31, 2005 3 months ended March 31, 2003 


АН figures for 2004.05 are for 12 months andad March 21 2005. «ulace othemsles ame `. mt 





333 
457 
353 
408 


314 

55 
357 
500 
427 





N 


2004-05 Rank 


66.41 
862.78 
222.20 


289.47 

69.03 
305.47 
21271 


322.86 
2,542.29 
245.14 
271.38 
153.86 


AS: 


193.81 
398.86 

86.03 
808.39 
178.76 


$ 18 months ended March. 31, 2005 


m FY ended Dec. 31, 2002 * 1S months ended March 
af> FY ended March 31, 2002 * 15 months ended Marti 31, ¢ 
months ended Dec. 31, 2003. °F 1 month ended March 31 


£18 





Ot р BE 






2003-4 


Ж LO months ended March 31, 2004 2 6mo 
or 





eni 


a 


28.28 
20.24 































f mm PI COMPANY 


EVEREST INDUSTRIES 
ОМАХ AUTOS — 














PRAKASH INDUSTRIES 
SAVITA CHEMICALS 
TATA SPONGE IRON 
HYDERABAD INDUSTRIES | 
-AMFORGE INDUSTRIES 
WIMCO — 
SAKTHI SUGARS 
CREST ANIMATION STUDIOS 
ЕМО 
SUNFLAG IRON & STEEL 
KIRLOSKAR FERROUS INDS 
SOLVAY PHARMA INDIA 
IGARASHI MOTORS INDIA 









_MEGASOFT 
DENSO INDIA 


V Consolidated » 8T estimates 
W 18 months ended Sept, 30, 2004 — M Total revenues 








172 BUSINESS TODAY DECEMBER 4 2003 


RELIANCE INDUSTRIAL INFRASTRUCTURE 
RAJASTHAN SPINNING & WEAVING MILLS 


NARMADA CHEMATUR PETROCHEMICALS: 


W FY ended March 31, 2003 @ FY ended Dec. 31, 2004 
О FY ended March 31, 2004 О FY ended Dec. 31, 2003 
nas Not available — n.r: Not ranked — N.A.: Not applicable ROTA: Return on total assets КОСЕ: Return on capital employed All figures in Rs crore except ROTA, and ROCE, which are in per cent 













HI 200 


AVERAGE MARKET CAP ~ AVERAGE MARKET CAP 


06 Rank 2009 200008. 0 ШИ 





: | 11563 

170.41 13278 
(104.14. _ 80.80 
60.17 








Й 


А FY ended June 30, 2004 ¢ 15 months ended March 31, 2005 7 FY ended Now 30, 2004. % FY ended May 31, 2004 


W FY ended June 30, 2003 Ф 15 months ended March 31, 2003 X FY ended Nov. 30, 2003 # FY ended May 31, 2003 
# FY ended Sept, 30, 2004 % FY ended June 30, 2005 XX15 months ended June 30,2003 @ 15 months ended Dec. 31, 2004 
+ FY ended Sept. 30, 2003 O 9 months ended Dec. 31, 2004 яне 16 months ended March 31, 2005 %18 months ended Sept. 30, 2003 





TOTAL ASSETS ROTA _ NET PROFITS 


20: 2004-05 | _ ИЧИ. 7004-05 Rank 


227.78 
669.20 
49.89 
77749 
799.50 


4062914 3 400.301 Y 
29.05! 16.521 
261.92 172.7 

88190 17 529.20 | 
561.39* 435.03 








© 18 months ended June 30, 2003 ® 15 months ended June 30, 2004 FY ended Sept, 30, 2002 Ф 18 months ended March. 31, 2006 Ж 10 months ended March 31, 2004 # 6 months enden Ми 
oe FY ended Oct. 31, 2004 © 9 months ended Mar. 31, 2005 ФФ 18 months ended Dec. 31,2004 me FY ended Dec. 31, 2002 * 18 months ended Marti 31,2004 3 7 monts endec Ms 
++ FY ended Oct. 31, 2003 x 15 months ended June 30, 2005 +++ 9 months ended Dec. 31, 2003 V FY ended March 31, 2002 % 15 months ended March 31, 2004 

ЖЭ FY ended Oct, 31, 2002 жх 6 months ended Mar. 31, 2005 3 months ended March 31, 2003 9 18 months ended Dec, 31, 2003 — "E 1 month ended March 31, 2004 

All figures for 2004-05 аге for 12 months ended March 31, 2005, unless otherwise mentioned; All figures for 2003-04 are for 12 months ended March 31, 2004, unless otherwise mentinnec 








les such as total assets, turn on t boues 

















DECEMBER 4 2005 BUSINESS TODAY 


AVERAGE MARKET CAP 
м 


2004-08 2003-84 


10,226.37 85,444.38 






nm RMAL POWER CORP 7002172... һа 
| INDIAN OIL CORP 5155100 40,708.19 
23,995.52 









STATE BANK OF INDIA 


HARAT HEAVY ELECTRICALS oo. 
GAIL INDIA) 
NEYVEL! LIGNITE CORP. 








PUNJAB NATIONAL BANK — — — 
B BHARAT PETROLEUM CORP 11,653.20 1041644 
N М 10,578.06 8,690.14 0 
CANARA BANK ten 6,709.12 4,885.67 

| MANGALORE REFINERY & PETROCHEMICALS | 8,320.78 6, 

'ELEPHO 
INFRASTRUCTURE DEVELOPMENT FIN. CO. 
INDUSTRIAL DEVELOPMENT BANK OF INDIA : 
CONTAINER CORP. OF INDIA 










BHARAT ELECTRONICS — 0 nn B 431990 3,457.07  .. 
ION BANK — v | — 426849 2,966.80 

| FINDA O o. ‚| a 329915 2,690.12. 

UNION BANK OF INDIA 0 1 | 3,768.77 1,961.40 

HINDUSTAN COPPER 











HIPPING CORP OF INDIA ss. 

ANDHRA BANK — 0 0, 0. 

ALLAHABAD BANK 0. 

ETRONET LNG. — 2,089.10 110062... 

M SYNDICATE BANK ns 2,086.40 1,4088]  , 
| CHENNAI PETROLEUM CORP ... 0082.79 ,  , 1,061.39 | 









„VIJAYA BANK sss. 
BHARAT EARTH MOVERS 
.UCO BANK - 








KOCHI REFINERIES — i. 
RASHTRIYA CHEMICALS & FERTILIZERS 










FINANCE sss 3,821133... 114294 
| BONGAIGAON REFINERY & PETROCHEMICALS ..1987.70 .  , 122276 
.INDRAPRASTHA GAS 





[DREDGING CORP OF INDIA _ 
iTi 





-GUJARAT MINERAL DEVELOPMENT CORP. 
STATE BANK OF TRAVANCORE 











КОСЕ; Retum on capital employed na: Not ranked nas Net applicatie АН figures in Rs crore except ROTA and ROCE, which are in per cent 
M Consolidated J 18 months ended Septernber 30, 2004  @ FY ended March 31, 2003 Y FY ended March 31, 2004 


VIQ Valudi (ЫЬ AU OM Dal it 
TOTAL ASSETS — RÜÀ — — — SES Ж" 


TAS 2004-05 388 
50,941.98" 
21,289.40 - 
1,40,190.99* 
41,356.06* 
17,945.79" 


Eit MM : 60,681.74" 

69,837.32 ^ 3 59,386.49 
46254) _ 3,494.33 
8,643.74" —— 8,791.88 
2 8. 9 


| 7,577.67" 7,742.93" — BED ПИСЕ 

3,382.93" 29 2,953.41" ee з 

2,451.75" 33 2,704.66* ‚| 42% 

6,900.78 7,348.34 l ť 3960 
5,225.71 | j 


1,958.97 40 0.00 
4,192.18 | 8747.51 
1724238 9 10003,26. 
470.98" 49 54167* 
2,341.43 | 2,382.44 


3,510.36 3,424.30 
1,033.64" — 964.74* 
. 5,325.83 3,453.11 
491.81. 








































536 
537 





38. 
SP. 


540 








W Consolidated Ф FY ended Sept. 30, 2004 

W Unaudited Ф 18 months ended March 31, 2005 + 

@ FY ended Dec. 31, 2004 i FY ended March 31, 2003 

Q FY ended June 30, 2004 м 18 months ended Sept. 30, 2001 

в FY ended March 31, 2004 A 15 months ended June 30, 2005 

XX FY ended June 30, 2005 ¥ FY ended June 30, 2002 

na: Not available na: Not ranked N. A: Not applicable КОТА: Return on total assets 


 JAYASWALS NECO 


TD CEMENTATION INDIA 





; DWARIKESH SUGAR INDS - 


.JM FINANCIAL 





COMPANY 


MUNJAL SHOWA 
ONDEO NALCO INDIA 


ORIENT PAPER & INDS 

WEST COAST PAPER MILLS 
VIMTA LABS 
JINDAL SOUTH WEST HOLDINGS 


| KRBL 


AARVEE DENIMS & EXPORTS 
VAIBHAV GEMS 
GARDEN SILK MILLS 


SAREGAMA INDIA 


NAGARJUNA AGRICHEM - 
SUVEN LIFE SCIENCES 
МЕРС INDIA - 

TIMEX WATCHES 


M ELECON ENGINEERING CO. 


APTECH 

IND-SWIFT — 

TAMILNADU PETROPRODUCTS 
INDIA NIPPON ELECTRICALS 


; GODAVARI FERTILISERS & CHEMICALS 


SWIL o o o 
EXCEL CROP CARE 
LANCO INDUSTRIES 
CITY UNION BANK 
MANALI PETROCHEMICAL 


FCI OEN CONNECTORS 


GATI 

BECK INDIA 
SHRINGAR CINEMAS 
HERBERTSONS 
MANGALAM CEMENT 
LML 

FOSECO INDIA 


| WILLIAMSON TEA ASSAM Е 
SOUTHERN PETROCHEMICAL INDS CORP 


LLOYD ELECTRIC & ENGINEERING 
PENTAMEDIA GRAPHICS 


| SUTLEJ INDUSTRIES 


GUFIC BIOSCIENCES 


_ SU-RAJ DIAMONDS & JEWELLERY 


REVATHI EQUIPMENT 


KOTHARI PRODUCTS 
AGRO TECH FOODS 


ANDHRA PRADESH PAPER MILLS 
LANXESS ABS 












wees dabei eed Ж йш уке Eas AR СУЛ oe line VIE elis ended Keen BT DAP 


GE MARKET CAP 
Ht 2004.05 


SALES 


2004-05 





1031.18 
609.99 
103.2 
554.83» 
979.628 




































16771 — 
609.919 
113.59 
338.121 
66.258 


837.181 
180.36 
1211.74 
o 
447 88 


118.18. 
101. 
395.53 
331.85" 
696.278 





570.53 
56.03 
1028.1 
70.46 
153.13» 


Ф 18 months ended March 31, 2004 
18 months ended June 30, 2004 
Ф 15 months ended June 30, 2004 
++ 18 months ended Sept. 30, 2004 


Ф FY ended Sept, 30, 2003 

з» FY ended March 31, 1999 

£s FY ended March 31, 2000 

€ 18 months ended Dec, 31, 2002 


9 months ended March 31, 2005 
6 months ended March 31, 2004 
15 months ended March 31, 2004 
10 months ended Oct, 31, 2004 
+ 15 months ended March 31, 2005 6 months ended March 31, 2005 
Ж FY ended March 31, 2002 15 months ended June 30, 1999 


КОСЕ: Return on capital employed АН figures in Rs crore except ROTA, and ROCE, which are in per cert 


$S*XxgU 


Vii owe فقا‎ ma ERR EA MEAT 














Reap bigger benefits 
with better interest rates 


from NABARD 








| NABARD Capital Gains Bond is now all the more attractive. Interest rates on 

| NABARD CGB Issue floated under Section 54(EC) of the IT Act* have been raised to: 
9) | " 5.5% p.a. for 5 years on Annual Option (with 3 years Put / Call Option) а 5.6% p.a. 
Issue Open and on Tap for 7 years on Annual Option (with 5 years Put / Call Option). Aate oí interest wet 22.8 2005 


a Redemption without surrendering of Bond Certificate a No TDS on interest, except for NRIs 
(subject to change as per the IT rules) = Electronic Clearing System facility available a Easy issuance of 
Bonds s Demat Facility available on fresh applications а Half yearly, yearly and cumulative interest 
options available а Personalised customer service а Wide network & service centres across the country 
s Applications also accepted at select branches of UTI Bank Limited and Bank of Rajasthan 
» The Bonds are on private placement basis 


rece efe Fz 
ansor fasta ѓа 
National Bank for Agriculture 
and Rural Development 


NABARD is fully owned by Govt. of India and Reserve Bank ot india 


In the service of rural India for 23 years 





LINTERLANDNABARD-CGH/NOVOS 10 


“This is issued as a matter of announcement and should not be construed as an invitation to subscribe to the issue For details, memorandum of information may be referred to 


H.O.: Plot No. С-24, 6 Block, Bandra-Kurla Complex, Bandra (E), Mumbai 400 051. Н.0.- Mumbai: Tel: 022-2653 9060, 022-2653 9468. 022-2653 9072. Mobile 98213 19665 
98201 98339 / 98200 35970. Regional Offices (West) - Ahmedabad 94267 20534 | Panjim 98230 55740 | Pune 98509 86610.» (East). Agartala 224 125 | Alzwal 234 0815 
Bhubaneshwar 94370 67818 | Dimapur 227 040 | Gangtok 223 015 | Guwahati 98640 79921 | Imphal 231 2191 | Itanagar 221 5967 | Kolkata 94341 13460 | Patna 98352 87372 
Ranchi 94311 29562 | Shillong 222 7463. • (North): New Delhi 98106 77546 | Bhopal 98931 20608 | Chandigarh 98726 63548 | Dehradun 94123 81131 | Jaipur 98281 14400 
Jammu 94191 01898 | Lucknow 98390 75491 | Raipur 98931 37550 | Shimla 262 4380. (South): Chennai 94440 08427 | Hyderabad 98660 12835 | Thiruvananthapuram 232 5725 
Bangalore 94484 97000. For details, visit NABARD's website at www.nabard.org 
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BT 500: | э 500 COMPANIES 501-1000 


| OCE 
COMPANY yg EIGEN see 


23.718 
178.621 
143.07 
168.798 
339.878 









| ANANT RAJ INDS 
| DEWAN HOUSING FINANCE CORP. 
_ SWARAJ ENGINES 

ODIAC CLOTHING — 

| TELEDATA INFORMATICS 

` GALAXY ENTERTAINMENT CORP 
1ғ81. | 

FAIRFIELD ATLAS 

-KANORIA CHEMICALS & INDS 
ALLSEC TECHNOLOGIES —— 
SREE RAYALASEEMA ALKALIES 
LAKSHMI VILAS BANK 

ENGLISH INDIAN CLAYS 
KIRLOSKAR PNEUMATIC CO. 























ME INDIAN ACRYLICS 
БЕРДИ RANE ENGINE VALVES 
ETE ROBINSON WORLDWIDE TRADE 
ЖЕҢ JINDAL DRILLING & INDS 
E MYSORE CEMENTS 
MANGALORE CHEMICALS & FERTILIZERS 
KHODAY INDIA 
STANDARD INDUSTRIES 184.131» 
HARRISONS MALAYALAM 143,831 
(878 | TRANSPORT CORPORATION OF INDIA 734.33 
AE NESCO 
EE SUBROS —— 
FEI FOUR SOFT 
XEM SPANCO TELESYSTEMS & SOLUTIONS 
EE SUBHASH PROJECTS & MARKETING 
GOODYEAR INDIA 






















879.19. 
206.719 


















716.618 
















VARDHMAN SPINNING & GENERAL MILLS 0.48 
ELGITREAD (INDIA) 137.341 
121.56 


GUJARAT SIDHEE CEMENT 200 
EC SHREYAS SHIPPING 

GEYA RAY BAN SUN OPTICS INDIA 

ECC SWAN MILLS 

БЕКИ SATNAM OVERSEAS 

EE MEDIA MATRIX WORLDWIDE 

SHAH ALLOYS | | 

GOLDIAM INTERNATIONAL 

ULTRAMARINE & PIGMENTS 

UNIVERSAL CABLES 

THEMIS MEDICARE 

БЕ MOSCHIP SEMICONDUCTOR TECHNOLOGY 
ELA ОКОН FINANCE 

ER INSILCO 

SEE VIP INDUSTRIES | 

ERR GE CAPITAL TRANSPORTATION FIN. SERVICES 






























1227.84 
237.598 
69.69 
226.38 
101.62 
























% _ Consolidated Әр FY ended Sept. 30, 2004 Ф 18 months ended March 31, 2004 (9 months ended March 31,2005 & FY ended Sept. 30, 2003 

RY Unaudited Ф iB months ended March 31,2005 + 18 months ended June 30, 2004 E 6 months ended March 31, 2004 @ FY ended March 31, 1999 

® FY ended Dec, 31, 2004 OQ FY ended March 31, 2003 % 15 months ended June 30, 2004 X 15 months ended March 31, 2004 2» FY ended March 31, 2000 

2 FY ended June 30, 2004 18 months ended Sept. 30, 2001 ++ 18 months ended Sept. 30, 2004 ж 10 months ended Oct. 31, 2004 Ж 18 months ended Dec. 31, 2002 
Ф FY ended March 31, 2004 15 months ended June 30,2005 Ф 15 months ended March 31, 2008 @ 6 months ended March 31, 2008 


x 
^ 
XX FY ended June 30, 2005 ¥ FY ended June 30, 2002 3€ FY ended March 31, 2002 * — 15 months ended June 30, 1999 
na. Not available nr: Мо tanked М.А: Not applicable ROTA: Return on total assets — ROCE: Return on capital employed АЙ figures in Rs crore except ROTA, and ROCE, which are in per cent 






Tata Motors was using a product 
lifecycle management tool on a 
RISC-based platform. There were 
several problems: with this. The bill 
of material module, for instance was 
not tightly integrated with the design 
data module; and visualization was 
not available across the organiza- 
tion, creating bottlenecks. 





They decided to implement 
Teamcenter* from UGS* that helps 
in managing the product data 
through its lifecycle. The visualiza- 
tion software in UGS* Teamcenter* 
gives the ability to view and review 
the end product before it is 
prototyped. The product is broken 
into bill of material; 2 D & 3D data 
libraries for all components and sub- 
assemblies and, the certification 
and design documentation of the 
components, sub-assemblies as 
well as the complete vehicle. 


All this meant the company needed 
to choose a hardware platform that 
could handle these demanding 
tasks. A platform that was low in 
cost was reliable as well as scalable. 


UGS* Teamcenter* was success- 
fully deployed on Oracle* 9i 
database running on SGI* Altix* 
servers using 12 Intel® Itanium” 2 
processors at the enterprise level 
at Pune and 8 Intel” Itanium” 2 
processor-based servers for its 
locations at Jamshedpur, Lucknow 


and atthe Tata Daewoo Commercial 
Vehicles facility in Korea. This two 
year old deployment is running well. 
The new functionality has seen the 
original 100 users going up to 500 
users for the bill of material module 
and design dat’ alone. 


"We would whole-heartedly 
recommend Intel for high- 
performance computing 
applications that are mission 
critical. Their open architec* 
ture and an overwhelming 
case for price-performance 
make for a clinching argu- 
ment in their favor." 


Mr. Uma Maheshwaran, 


Chief Technology Officer, 
Tata Motors 


Tata Motors had its compute 
resources for design calculations 
namely MATLAB*, Mathcad* and 
TKSolver* on stand alone PCs. It 
was time to consolidate these on 
one server while providing high 
compute power on the work- 
stations. Tata Motors opted for 64-bit 
Intel? Xeon® processor-based 
servers. The workstations were 
upgraded to Intel” Xeon® processor 
based systems from IBM*. “We 
found more compelling price- 
performance ratios in case 
of Intel compared to other 
non-RISC systems,” says Mr. Uma 
Maheshwaran. 


Similarly, for its work on passenger 
comfort, safety and environmental 
issues, Tata Motors was using LS- 
DYNA* and Nastran* on a RISC 
based platform. Users were unable 
to handle the growing number of 


with Intel" built in, Bumrungrad has 


expansion built in 


projects. Design validation work, 
that required the use of FLUENT* 
and ABAQUS* applications, was 


being outsourced, resulting in 
higher costs, poor turnaround time 
and lesser control. Limited work 
group functionality meant delays in 
the iterative process between 
various groups and an increased 
time-to-market. 


"Even for the taxing analysis work, 
RISC-based systems were found to 
be performing at half the level of 
Intel" Itanium" 2 processor-based 
servers and that too at a substan 
tially steeper price point,” says 
Mr. Maheshwaran. 


No wonder, Tata Motors selected 64 
processor configurations of Intel" 
Itanium" 2 processor-based servers 
having 512GB of RAM and handling 
1 terabyte of data even for these very 
resource hungry applications. 





*Other names and brands may be 
property of their respective owners 























“Cae 


COMPANY 


4. TINPLATE CO. OF INDIA 
«| ESKAY K'N'IT (INDIA) 
^. SUASHISH DIAMONDS 

| RANE HOLDINGS 

| FULFORD (INDIA) 























Bus ud D 




















RO 


265.35 
314.56 
790.0791 
280.941 
131.993 — 


ıı | KRISHNA LIFESTYLE TECHNOLOGIES 
2 TRANSWORLD INFOTECH 
1. ORIENT ABRASIVES 
1. CHAMPAGNE INDAGE 
| | BLOW PLAST 
| GOODRICKE GROUP 193.978 


Consolidated 

Unaudited 

FY ended Dec. 31, 2004 
FY ended June 30, 2004 
FY ended March 31, 2004 


vr 


en 


t 


|! HONDA SIEL POWER PRODUCTS 
| VINDHYA TELELINKS 


(| WANBURY 
| ZEN TECHNOLOGIES 


| SUPER SPINNING MILLS 
| HANIL ERA TEXTILES 
| AARTI DRUGS 
OUDH SUGAR MILLS 
SANGHVI MOVERS 
SAL STEEL 
NALWA SONS INVSTS. 
UPPER GANGES SUGAR & INDS 
KOJAM FININVEST 
TANEJA AEROSPACE & AVIATION 
| SHRENUJ & CO. 
| MAGMA LEASING 
PANTALOON INDUSTRIES 
ABG HEAVY INDS 
SHRI RAMRUPAI BALAJI STEELS 
|| IFGL REFRACTORIES 
| STEEL STRIPS WHEELS 
_ AUTOMOBILE CORP. OF GOA 
MICRO TECHNOLOGIES (INDIA) 
_VARDHMAN ACRYLICS 
PHILLIPS CARBON BLACK 
VISAKA INDUSTRIES 
GABRIEL INDIA 
ANDHRA CEMENTS 
DUNCANS INDUSTRIES 
| FUTURA POLYESTERS 
BINANI INDUSTRIES 
EIMCO ELECON (INDIA) 
MINDA INDUSTRIES 
RANE BRAKE LININGS 
KOPRAN | 
CONSOLIDATED FINVEST & HOLDINGS 
SURYA PHARMACEUTICAL 
EICHER —. , 
UNITED WESTERN BANK 


FY ended Sept. 30, 2004 


FY ended March 31, 2003 


18 months ended Sept. 30, 2001 
15 months ended June 30, 2005 


* 


18 months ended March 31, 2005 + 


* 
++ 
+ 





18 months ended March 31, 2004 
18 months ended June 30, 2004 
15 months ended June 30, 2004 
18 months ended Sept. 30, 2004 
15 months ended March 31, 2005 


221.99 
114.248 
77.26 
19.01 


on 


116.336 
288.75 


0 


13.25. 


9 months ended March 31, 2005 
6 months ended March 31, 2004 
15 months ended March 31, 2004 
10 months ended Oct. 31, 2004 





@ FY ended Sept. 30, 2003 

M» FY ended March 31, 1999 

#3 FY ended March 31, 2000 

€ 18 months ended Dec, 31, 2002 


ü 
uu 
x 
* 
e 


4»P*"coetz 


6 months ended March 31, 2005 
XX FY ended June 30, 2005 FY ended June 30, 2002 $& FY ended March 31, 2002 15 months ended June 30, 1999 


‚ ma Not available пл: Net ranked МА. Not applicable ROTA. Retum on total assets КОСЕ: Return on capital employed АН figures in Rs crore except ROTA, and ROCE, which are in per cent 
Ali figures for 2004-05 are for 12 months ended March 31, 2005, unless otherwise mentioned: All figures for 2003-04 are for 12 months ended March 31, 2004, unless otherwise mentioned 











ICICI Bank Home Loans presents MoneySaver. Simply open an account with icici | Bank : 
and deposit your savings in this account. You pay interest only on your. outstanding home’ T 
loan minus your accumulated savings in the account, Which means that you pay less and also ` 
repay your loan faster! You can also use a MoneySaver account fi ke a regular bank account, 





quam Details Normal | Home Loan | | 
T Loan Amount (Rs) ^ | 10lakhs | 10lakhs 
OW | Interest Rate* 895. Cog 896 


| Total Interest (Rs.) 10,07,457 | 510.922. 
MoneySaver | Original Tenor (months) 240 ] 240 


| works for you | BUM Tenor (months) 240 | | 133 | z 
. Savings in Interest (Rs.) Lo 4,986,535 (60%) 


Savings in Tenor (months) | | 107 (45%) - 





Assuming a monthly saving of Rs. 3000 above the rhinimum balance requirements, * Under Adjustable Rate Repayment Plan - | 


Forturther details call: Mumbai - 283 07777, Delhi - liana 98181 78900; Ko 
5208 8000, оа - 5113 1877, Клан - 


SMS Home <Your City> to 676766 e.g. Home Mumbai 





"ICICI Bank Home Loans 


It's really easy! 











| “Conditions apply. All loans at the sole discretion of ICICI Bank. 











































COMPANY 


DCW 
CAROL INFO SERVICES 
FACOR STEELS | 
GUJARAT AMBUJA EXPORTS 
AMARA RAJA BATTERIES 
NIPPO BATTERIES CO. 
RAJAPALAYAM MILLS 

2 | ZENOTECH LABORATORIES 
SUDARSHAN CHEMICAL INDS 
| THIRU AROORAN SUGARS 
CSA (INDIA) 

SB&T INTERNATIONAL 


SIRPUR PAPER MILLS 
GEOJIT FINANCIAL SERVICES 
SHRIRAM CITY UNION FINANCE 
| COSMO FILMS 
TORRENT CABLES 
| PHOENIX LAMPS 
| DONEAR INDUSTRIES 
MOHAN MEAKIN 
BIHAR CAUSTIC & CHEMICALS 






SIEL 

HI-TECH GEARS 

ZANDU PHARMACEUTICAL WORKS 

0 MCNALLY BHARAT ENGG. CO. 
DEM AMBIKA COTTON MILLS 
|| | CENTRAL INDIA POLYESTERS 
eee GTC INDUSTRIES 

SANGAM (INDIA) 

| RAIPUR ALLOYS & STEEL 

PUNJAB ALKALIES & CHEMICALS 

RANA SUGARS 

! MORARJEE TEXTILES 

VENKY'S (INDIA) 

ASIAN ELECTRONICS 

| WALCHANDNAGAR INDUSTRIES 

HARIG CRANKSHAFTS 

ANDHRA PETROCHEMICALS 

| RPG TRANSMISSION 

SILVERLINE TECHNOLOGIES 

| SRF POLYMERS 

| BLUE STAR INFOTECH 

NUMERIC POWER SYSTEMS 

MM FORGINGS 

RAJSHREE SUGARS & CHEMICALS 

FCGL INDUSTRIES 

TIL | 

LOYAL TEXTILE MILLS 





















Consolidated 

Unaudited 

FY ended Dec. 31, 2004 
FY ended June 30, 2004 
FY ended March 31, 2004 
XX FY ended June 30, 2005 


-omas 
я» E | 


HITACHI HOME & LIFE SOLUTIONS (INDIA) 


PETRON ENGINEERING CONSTRUCTION 


FY ended Sept. 30, 2004 
18 months ended March 31. 
FY ended March 31, 2003 
18 months ended Sept. 36, 
15 months ended June 30, 
FY ended June 30, 2002 


2005 + 18 months ended June 30, 2004 


2005 + 












1100.54" 
270.76 















21.51 
185.731 
269.49 
| 254.32 
88.451 







































366.2 
125.24 
240.73 
220.86" 
179.68" 










311.36 
242.27 
207.66. 

90.449 
178.418 


132.914 
1048.191 Y 
156.81 
106.62! 


9 months ended March 31, 2005 ФРУ ended Sept. 30, 2003 

6 months ended March 31, 2004 — 99 FY ended March 31, 1999 

15 months ended March 31, 2004 #2 FY ended March 31, 2000 

10 months ended Oct. 31, 2004 $ 18 months ended Dec, 31, 2002 


& months ended March 31, 2005 


Ф 18 months ended March 31, 2004 


# 15 months ended June 30, 2004 
++ 18 months ended Sept. 30, 2004 
15 months ended 


‘DXR 





Е 15 months ended June 30, 1999 


masc Notavaiabie — nr. Notranked МА. Not applicable ROTA; Return on total assets ROCE: Return on capital employed АН figures in Rs crore except ROTA, and ROCE, which are in per cent 
Ail figures for 2004-05 are for 12 monttis ended March 31, 2005, unless otherwise mentioned; Ай figures tor 2003-04 are for 12 months ended March 31, 2004, unless otherwise mentioned 


INIZIO 


nsual fragrances for men & women 


Created in France exclusively fo 
Available at select Wills Lifestyle si 


www.essenzadiwills.com 











ESSENZA DI WILLS 





3T 500: THE OTHER 500. COMPA 


зини АТУ 
VENUS REMEDIES 1846 г. 34.09 
CREW BOS PRODUCTS _ 213459 84.278 
INDIAN HUME PIPE a pes 199.81 
IL&FS INVESTMENT MANAGERS 2 Daag o 17.83 
MURLI AGRO PRODUCTS _ 13317 349.86 
B. DCM SHRIRAM INDS 
| BPL 
SAKSOFT 


| PRECISION WIRES INDIA 
CYBER MEDIA (INDIA) 
KALYANI FORGE 
KCP 
THIRUMALAI CHEMICALS 
LUMAX INDUSTRIES 
MOREPEN LABORATORIES 
VIVIMED LABS | 
RATNAMANI METALS & TUBES 
BIHAR SPONGE IRON | 
DOLPHIN OFFSHORE ENTERPRISES (INDIA). 
EASTERN SILKINDS 00 - 
AKSH OPTIFIBRE Е | 38.27 
INDO RAMA TEXTILES nes ١ 423.57 
VICEROY HOTELS о 8.2 БВ» 28.17» 
BIRLA VXL NEM 395.271+ 
SUPRAJIT ENGINEERING E | : 107.08 
GUJARAT BOROSIL ; 
TRANSGENE BIOTEK 
FACOR ALLOYS 
MAC CHARLES (INDIA) 
GMM PFAUDLER _ | 
ARVIND PRODUCTS | 417.61 
ВАГАЛ AMINES 99.19 
GRAUER & WEIL (INDIA) osos MASS 123.621 
AEONIAN INVESTMENTS CO. | 1.09 
GRANULES INDIA | | 126.6! 124.590* 
POKARNA 
Ё KEI INDUSTRIES 
| SAURASHTRA CEMENT 
ENKEI CASTALLOY 
GARWARE POLYESTER 
_ BSEL INFRASTRUCTURE REALTY 
RUBY MILLS 
TITANOR COMPONENTS 
LIBERTY SHOES 
VICKERS SYSTEMS INTERNATIONAL 
ILC. HOTLINE GLASS 
ШАЙ. PREMIER EXPLOSIVES 
EZES INDIAN SEAMLESS METAL TUBES 
Б ОСМ JAY SHREE TEA & INDS 

















i 
DESEE DIC INDIA 
# Consolidated M FY ended Sept. 30, 2004 Ф 18 months ended March 31, 2004 О 9 months ended March 31, 2005 ФРУ ended Se 
W Unaudited € 18 months ended March 31,2005 + 18 months ended June 30, 2004 E 6 months ended March 31, 2004 
W FY ended Dec. 31, 2004 <3 FY ended March 31, 2003 * 15 months ended June 30, 2004 х 15 months ended Mar 2004 £s FY 
J FY ended June 30, 2004 ® 18 months ended Sept. 30, 2001 ++ 18 months ended Sept. 30, 2004 sk 10 months ended Oct. 31, 2004 
Б FY ended March 31, 2004 А 15 months ended June 30, 2005 Ф 15 months ended March 31, 2005 @ 6 months ended Ma 
XX FY ended June 30, 2005 W FY ended June 30, 2002 36 FY ended March 31, 2002 ^ 15 months ended Jun 





"a. Not available — n.r: Notranked МА,: Not applicable ROTA; Return on total assets КОСЕ: Return on capitai employed All figures in Rs crore except ROTA, and ROCE, which are in per 


EE RECETTES an eet 


















COMPANY 





FEDDERS LLOYD CORP 
CHEVIOT CO. 
SIYARAM SILK MILLS 
SESHASAYEE PAPER & BOARDS 
JUPITER BIOSCIENCE 

SIEMENS VDO AUTOMOTIVE 
NELCO 

SANDESH 

SIMBHAOLI SUGAR MILLS 

SUJANA METAL PRODUCTS 
JAYANT AGRO-ORGANICS 

K SERA SERA PRODUCTIONS 
SURYA ROSHNI 

WENDT (INDIA) 

PRRANETA INDUSTRIES 

DCM 

INDIAN CARD CLOTHING CO. 

КЕМІ METALS GUJARAT 

ABC BEARINGS | 

MURUDESHWAR CERAMICS 

KALE CONSULTANTS 

STAR PAPER MILLS — — 
MATHER & PLATT PUMPS 

CLUTCH AUTO | 

DS KULKARNI DEVELOPERS | 

| SALORA INTERNATIONAL 

.RPG LIFE SCIENCES 

TVS ELECTRONICS 

BATIBO! 

NANDAN EXIM 

MUKTA ARTS 

| BANCO PRODUCTS (INDIA) 

| JAY BHARAT MARUTI 

ZICOM ELECTRONIC SECURITY SYSTEMS 
| ONWARD TECHNOLOGIES 

| SULZER INDIA 

VERTEX TECHNOSOFT 

| SHREE RAMA MULTI-TECH 

| SUNDARAM BRAKE LININGS 

FIRST LEASING CO. OF INDIA 
GENUS OVERSEAS ELECTRONICS 

| HIMADRI CHEMICALS & INDS 
AUTOMOTIVE STAMPINGS & ASSEMBLIES 
| SAMKRG PISTONS & RINGS 

ON EXCHANGE (INDIA) 

JAI BALAJI SPONGE | 
MOUNT EVEREST MINERAL WATER 
NATIONAL PEROXIDE 

ERA CONSTRUCTIONS (INDIA) 
SPEL SEMICONDUCTOR 
























































796 
797 
798 
799 
800 






3 Consolidated 

B Unaudited 

Wb FY ended Dec. 31, 2004 
Э FY ended June 30, 2004 
в FY ended March 31, 2004 
XX FY ended June 30, 2005 


n.f: Not ranked 


FY ended Sept. 30, 2004 


FY ended March 31, 2003 
18 months ended Sept. 30, 2001 


4»*"oes 


FY ended june 30, 2002 





na. Not available 


18 months ended March 31, 2005 + 


15 months ended June 30,2005 + 


N.A.: Not applicable КОТА: Return on total assets 


AVERAGE MARKET CAP 
iit 2005-06 HI 2004-05 












— 624.7 
3740 — 
1198.33. 
















































152.03 
150,64 
29182 — 
94.08 
259.558 







Ф FY ended Sept. 30, 2003 

æ FY ended March 31, 1999 

# FY ended March 31, 2000 

€ 18 months ended Dec. 31, 2002 


Ф 18 months ended March 31, 2004 
18 months ended June 30, 2004 
# 15 months ended June 30, 2004 
++ 18 months ended Sept. 30, 2004 
15 months ended March 31, 2005 $ months ended March 31, 2005 
3€ FY ended March 31, 2002 15 months ended June 30, 1999 


КОСЕ: Return on capital employed All figures in Rs crore except ROTA, and ROCE, which are in per cent 


9 months ended March 31, 2005 
6 months ended March 31, 2004 
15 months ended March 31, 2004 
10 months ended Oct. 31, 2004 


|S*xgDO 


A fionwes far 20A. 08, ara ine 12 months andad Marh 31 2008. imleesnthenwise mentinned- AB figures fnr 2003-04 are for 12 months ended March 31. 2004. unless athenwise. mentioned 





^ 


) I believe that most dreams begin with a home. And I've le; 


C 


е 

РЈ ream loans do come true with a little help and support. All 
| 

ü 


f / эл: З е М VON н | 
for dream h omes And Bank of Rajasthan is ready to give you a financial bre 
your dream of your own home, whether it be your first 


your existing home, or even a second house. Visit your nearest 


BANK OF RAJASTHAN 


DARE то D R E SIR 


* Competitive interest rates with option of fixed and floating rates 
* No hidden costs * Easy documentation & repayment terms 


* Free Debit-cum-ATM Card and Demat account* * Free personal 





accident insurance* • Interest charged on daily reducing balance 


* Conditions ар; Nationwide network of 428 office 

The Bank of Rajasthan Ltd. e Corp. Office: Raghuvanshi Mills Compound, 11/12, Senapati Bapat Mar 
Mumbai - 400 013. e Central Office: C-3, Sardar Patel Marg, C - Scheme, Jaipur - 302001. e Regd 
Website: www.bankofrajasthan.com 


COMPANY ne MA eos dms 


MAHARAJA SHREE UMAID MILLS 59 191.29 
VIJAY TEXTILES | : 52.378 
ESTER INDUSTRIES 289.72 
_ INTERNATIONAL TRAVEL HOUSE 104.37 46.98 
OIL COUNTRY TUBULAR í 123.91 
МЕМ — 
-BIMETAL BEARINGS 
DEEPAK NITRITE 
_DISA INDIA es 
INDIAN CHARGE CHROME 
MRO-TEK 
INDO ASIAN FUSEGEAR [MERGED] 
| HERITAGE FOODS (INDIA) 
|. DHANALAKSHMI BANK 
RAIN COMMODITIES 
| EIH ASSOCIATED HOTELS 
| RICOH INDIA 
| WARREN TEA 
PREMIER "- 
PUNJAB CHEMICALS & CROP PROTECTION 
NDIAN RESORT HOTELS 
| WESTERN INDIA SHIPYARD 
INNI FILAMENTS 











| WEBEL SL ENERGY SYSTEMS 

| KG DENIM 

| RAMKRISHNA FORGINGS 

| BIRLA ERICSSON OPTICAL 
'WELSPUN SYNTEX | 

| ANSAL HOUSING & CONSTRUCTION 
CENTURY PLYBOARDS (INDIA) 


| AJANTA PHARMA —— | | 202.031 
PRIME PROPERTY DEVP. CORP 16.28 
225.53 
SATHAVAHANA ISPAT | 97. 198.3 
GARWARE-WALLROPES . a 228.98 
VARDHMAN POLYTEX 
SHARYANS RESOURCES 
TREO 
PRIME SECURITIES 
KREBS BIOCHEMICALS & INDS J 
ALBRIGHT & WILSON CHEMICALS INDIA 154.518 
| j | 5 228.85 
HINDUSTAN DORR-OLIVER 95.4 86.27 
NILKAMAL PLASTICS | Д 359.69 
| PERFECT CIRCLE INDIA 73.28 
M EMPIRE INDUSTRIES 
КТУ HATSUN AGRO PRODUCTS 
КОЕ SVC SUPERCHEM 
КЕС EMPEE SUGARS & CHEMICALS 
ШШ суо 








Consolidated 

Unaudited 

FY ended Dec. 31, 2004 
FY ended June 30, 2004 


FY anded Sept. 30, 2004 Ф 18 months ended March 31,2004 O 9 months ended March 31, 2005 Ф FY ended Sept. 30, 2003 

18 months ended March 31, 2005 + 18 months ended June 30, 2004 09 6 months ended March 31, 2004 FY ended March 31, 1999 

FY ended March 31, 2003 Ф 15 months ended June 30, 2004 х 15 months ended March 31, 2004 # FY ended March 31, 2000 

18 months ended Sept. 30, 2001 ++ 18 months ended Sept. 30, 2004 ж — 10 months ended Oct. 31, 2004 ® 18 months ended Dec. 31, 2002 
FY ended March 31, 2004 15 months ended June 30, 2005 + 15 months ended March 31,2005 @ 6 months ended March 31, 2005 

XX FY ended June 30, 2005 FY ended June 30, 2002 % FY ended March 31, 2002 ^ 15 months ended June 30, 1999 


nas Not available пт: Not ranked — N.À; Not applicable ROTA: Return on total assets КОСЕ: Return on capital employed А figures in Rs crore except ROTA, and КОСЕ, which are in per cent 
AH Fm ae fee OMNA IMS ses ine 12 menthe anríod Mark 31 20D. nies athaneiee mantionad: Alt finiras fer 20WY3- DA. are ine 12 months andert March 31 2004 oniess nthenwise mentinnad 


“omer 
4»*o9z 


1E NUMBER OF GLOBAL INDIAN MILLIONAIRES 
INCREASING EVERY YEAR 

ICKILY, THERE'S A RICH ENOUGH 

NGE OF FABRICS THEY CAN CHOOSE FROM 


years, Digjam has been grooming the global Indian achiever. With fabrics of 


'rnational quality that boast the finest colours, textures and designs. It is indeed an 


flevement to be selected by the men who have achieved so much in their own right 


lable at leading retail outlets 


business enquiries ple act Mr. Rajiv Pal, Birla VXL Limited, Aerodrome Road, Jamnagar-361006 
site: www.diaiamsuitinc 


(0288) : 


DIGJAM 


Dressing the world 





COMPANY 


ALPS INDUSTRIES 
STERLING HOLIDAY RESORTS (INDIA) 


| MARAL OVERSEAS 


JAGSONPAL PHARMACEUTICALS 
MARMAGOA STEEL 


TODAY'S WRITING PRODUCTS 
 CHOWGULE STEAMSHIPS 


NATIONAL STEEL & AGRO INDS 


Ё SYNERGY MULTIBASE 


YUKEN INDIA 


| GAYATRI SUGARS 
| MSK PROJECTS (INDIA) 
| CAPRIHANS INDIA 


VIDEOCON APPLIANCES 


| ТАҮО ROLLS 
| PIONEER EMBROIDERIES 


JAI CORP. 


É TTK PRESTIGE — 
|| MSP STEEL & POWER 


KIRTI FINVEST 


| BHAGYANAGAR METALS 
| BHAGIRADHA CHEMICALS & INDS 
| АМОН PHARMA 


NDIA STEAMSHIP CO. [MERGED] 


| ENERGY DEVELOPMENT CO. 


PSI DATA SYSTEMS 
ORG INFORMATICS 


| GESTETNER (INDIA) [MERGED] 
TECHNO ELECTRIC & ENGG. CO. _ 
| AMBALAL SARABHAI ENTERPRISES 
| LAKHANI INDIA 

| KAMAT HOTELS (INDIA) 
| NEULAND LABORATORIES 


TALBROS AUTOMOTIVE COMPONENTS 


{ AGRO DUTCH INDS. 


CLASSIC DIAMONDS (INDIA) 


| | JK AGRI GENETICS 
SARLA POLYESTER 


IP RINGS 


_ VALECHA ENGINEERING 


TORRENT GUJARAT BIOTECH 


LANDMARC LEISURE CORP. 


J PANASONIC AVC NETWORKS INDIA 


ASHIMA 





Consolidated 

Unaudited 

FY ended Dec. 31, 2004 
FY ended June 30, 2004 
FY ended March 31, 2004 
XX FY ended June 30, 2005 


"cas 


па: Not avaiable 


тыл: Not ranked 


arses 


FY anded Sept. 30, 2004 

18 months ended March 31, 2005 
FY ended March 31, 2003 

18 months ended Sept. 30, 2001 
15 months ended June 30, 2005 
FY ended June 30, 2002 


+ 
+ 


N.A.: Not applicable ROTA: Return on total assets 


18 months ended March 31, 2004 
18 months ended June 30, 2004 
15 months ended June 30, 2004 
18 months ended Sept. 30. 2004 
15 months ended March 31, 2005 
FY ended March 31, 2002 


›@ ж хаз 


SALES 


2004-05" 


179.56 
17.3909 
251.58 
148.01 
248.46 


75.94 
78.81 
138.91 
1104.76» 
139.41 


119.97» 
| 53.64 
158.8 - 
297,98 
117.46 


1000 
ROCE 


2004-05 





9 months ended March 31, 2005 ФҒҮ ended Sept. 30, 2003 

6 months ended March 31, 2004 — We FY ended March 31, 1999 

15 months ended March 31, 2004 #5 FY ended March 31, 2000 

10 months ended Oct. 31, 2004 © 18 months ended Dec. 31, 2002 
6 months ended March 31, 2005 

15 months ended June 30, 1999 


КОСЕ: Return on capital employed АН figures in Rs crore except ROTA, and ROCE, which are in per cent 
Ali figures for 2004-05 are for 12 months erided March 31, 2005, unless otherwise mentioned; All figures for 2003-04 are for 12 months ended March 31, 2004, unless otherwise mentioned 
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COMPANY ee CS 






















283.67* 
97.13 


BALASORE ALLOYS 
KANISHK STEEL INDS 
JMC PROJECTS (INDIA) 185.686 
PORRITTS & SPENCER (ASIA) 281.68 47.32% 
«|. IT MICROSYSTEMS (INDIA) с 81.63 32.991 
j LOTTE INDIA CORP. 
Ё FOMENTO RESORTS & HOTELS 
li KRONE COMMUNICATIONS 

Í JMT AUTO 
GV FILMS 
VAKRANGEE SOFTWARES 
SELAN EXPLORATION TECHNOLOGY 
MADHYA PRADESH GLYCHEM INDS 
VIJAY INDUSTRIES & PROJECTS 
OM METALS 
WS INDUSTRIES (INDIA) 
Î SHREE GANESH FORGINGS 

| NOBLE EXPLOCHEM 
| SRI ADHIKARI BROTHERS TV NETWORK 
DAWN MILLS 
FORTIS FINANCIAL SERVICES 
CFL CAPITAL FINANCIAL SERVICES 
DECCAN GOLD MINES 
DHARANI SUGARS & CHEMICALS ~ 
ARCHIES 
EXCEL INDUSTRIES 
| STERLING TOOLS 
SURANA TELECOM 
| MALWA COTTON SPINNING MILLS 
SHREE DIGVIJAY CEMENT 
KARUNA CABLES 
PLASTIBLENDS INDIA 
PATSPIN INDIA 101.73 
MAJESTIC AUTO l ; 66.540 
SHRI LAKSHMI COTSYN : | 210.849 
| BAG FILMS 
BHARTI HEALTHCARE 
CHAMPDANY INDUSTRIES 
| BAYER DIAGNOSTICS INDIA 
PANCHMAHAL STEEL | 
UNIPHOS ENTERPRISES 
STONE INDIA mE 
ANKUR DRUGS & PHARMA 
ARIHANT FOUNDATIONS & HOUSING 
«| FEM CARE PHARMA 
| KESAR ENTERPRISES 
AVT NATURAL PRODUCTS 
MADHAV MARBLE & GRANITES 
f VASHISTI DETERGENTS 
GANDHI SPECIAL TUBES 


34.03 
11.1 
1091.07 
64.69++ 
31.01» 







17.13 
102.43 

































& — Consolidated Њ FY ended Sept. 30, 2004 Ф iB months ended March 31, 2004 0 9 months ended March 31, 2005 ФРҮ ended Sept, 30, 2003 

# Unaudited Ф 18 months ended March 31, 2005 + 18 months ended June 30, 2004 1 6 months ended March 31, 2004 Be FY ended March 31, 1999 

wm FY ended Dec. 31, 2004 У РУ ended March 31, 2003 Ф 15 months ended June 30, 2004 X 15 months ended March 31, 2004 #> FY ended March 31, 2000 

j FY ended June 30, 2004 * 18 months ended Sept. 30, 2001 ++ 18 months ended Sept. 30, 2004 æ 10 months ended Oct, 31, 2004 8 18 months ended Dec. 31, 2002 
® FY ended March 31, 2004 А 15 months ended June 30, 2005 Ф 15 months ended March 31, 2005 @ 6 months ended March 31, 2005 

XX FY ended June 30, 2005 ¥ FY ended June 30, 2002 Ж РҮ ended March 31, 2002 ^ 15 months ended June 30, 1999 


na: Not available — nj: Not ranked МА: Not applicable ROTA: Return on total assets ROCE: Return on capital employed АН figures in Rs crore except ROTA, and КОСЕ, which are in per cent 
Ali figures for 2004-05 are for 12 months ended March 31, 2005, uniess otherwise mentioned; All figures for 2003-04 are for 12 months ended March 31, 2004, unless otherwise mentioned 


3T 500: 
COMPANY JH SALES 


2804-09 
JJ EXPORTERS 100,388 
HERCULES HOISTS 54.65 
NICCO СОВР 314.271 
FAST TRACK ENTERTAINMENT | 0.877 
PAREKH PLATINUM 98.7 5We 

J SHRIRAM OVERSEAS FINANCE 

EL FORGE 
ALCHEMIST 
KAKATIYA CEMENT SUGAR & INDS 
ELECTROTHERM (INDIA) 
VLS FINANCE 11.73 
VENTURA TEXTILES : | 23.130 





58.28% 


FCL TECHNOLOGIES & PRODUCTS 
SANWARIA AGRO OILS 
| BALAJI DISTILLERIES 
JAI PARABOLIC SPRINGS 
ARVIND REMEDIES 
SOMA TEXTILES & INDS 
PASUPATI ACRYLON 
LAKSHMI MILLS CO. 








| PRITISH NANDY COMMUNICATIONS 
EASUN REYROLLE 
CONSOLIDATED FIBRES & CHEMICALS 
ORIENT INFORMATION TECHNOLOGY 
RM MOHITE TEXTILES 

| UP HOTELS 

| AMARJOTHI SPINNING MILLS 
PAREKH ALUMINEX 
NDIA POLYFIBRES 
JBM AUTO COMPONENTS 
AVANTEL SOFTECH 
DIL 
MTZ POLYFILMS 
JK SYNTHETICS 
LLOYDS METALS & ENGINEERS 
SHIVA TEXYARN 

IMPEX FERRO TECH 
FAZE THREE 

















APW PRESIDENT SYSTEMS 
PANASONIC CARBON INDIA 
SHUKUN CONSTRUCTION 
GANGOTRI TEXTILES 

ORISSA SPONGE IRON 

PRAJAY ENGINEERS SYNDICATE 
INDO COUNT INDS 











Consolidated FY ended Sept. 30, 2004 Ф 18 months ended March 31, 2004 9 months ended March 31, 2005 ФРУ ended Sept 
Unaudited 18 months ended March 31,2005 + 18 months ended June 30, 2004 6 months ended March 31, 2004 ШЖ FY ended Ма 
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8 uc Jew DAAD NA wen база ea تقد‎ DT TWACHA sondern ری‎ enit 


BH Rovira fre DIVA AB ara fre 1 mantha andad Marsh OT FADE oniar hama netar AR Bem sane dr More 


10 months ended Oct, 31, 2004 © 18 months ended 


mim 
*»*o-z 
»g*xsu 





LIST OF COMPANIES IN BT 500 
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RANK COMPANY 


СИЕ 


304 3i Infotech 
232 3M india 
А сыды 
354 Aarti Industries © 
510 Aarvee Denims & Exp. 
“PLL Арап Loyd Chiles Offshore 
40: ABB 
197 Abbott India 
7769 ABC Bearings 
629. ABG Heavy Inds 
271 Abhishek Industries 
130 Adani. Exports 
268 Adlabs Films 
47% Agor Welding. 
584 Aegis Logistics 
734 Aeonian Invests Co, 
257 Aftek Infosys 
` 886 Agro Dutch Inds 
547 Agro Tech Foods 
456 Ahmednagar Forgings 
831 Ajanta Pharma 
721 Aksh Optifibre 
841 Albright & Wilson 
Chemicals India 
958. Alchemist 
249 Alembic 
138 Alfa Laval (India) 
963 Alka india 
30* Allahabad Bank. 
560 Allsec Technologies 
202 Alok Industries 
851 Alps Industries. 
132 Alstom Projects India 
655 Amara Raja Batteries 
981 Amarjothi Spinning Mills 
880 Ambalal Sarabhai 
Enterprises 
678 Ambika Cotton Mills 
155 Ambuja Cement Eastern 
489 Amforge Industries: ^ 
96. Amtek Auto 
357 Amtek India 
551 Anant Raj Inds 
29* Andhra Bank оз 
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618 Aarti Drugs 


158. 


172 
156 


166 
7378 
174 


RANK COMPANY. PME 
639 Andhra Cements / 180 
690 Andhra Petrochemicals 182 
549 APPaperMills . 176 
392 Andhra Sugars 168 
943 Ankur Drugs.& Pharma 192 
829 Ansal Housing & Cons. 188 
411. Ansal Properties & 


Infrastructure 168 
873 Anuh Pharma 190 
418 Apar Industries 168. 


115 Apollo Hospitals Enterprise 156 
192 Apollo Tyres 227160 
519 Aptech 176 
994 APW President Systems 193 


925 Archies .; 192 
227 Areva T&D india’ 160 
944 Arihant Foundations & > 
Housing ^ 192 
78 Awind Mills 0154 
731 Arvind Products 185 
970 Arvind Remedies | 193. 
141 Asahi India Glass. ` 158 
428 Ashapura Minechem 168 
900 Ashima 190 
68. Ashok ‘Leyland 154 
687 Asian Electronics 182 
235 Asian Hotels 162 
52. Asian Paints 154 
157 Азал Star 158 
384 Assám Co. 168 


30. Associated Cement Cos. 152 
207. Astra Microwave Products 160 
212 AstraZeneca Pharma India 160 


194 Atlas Copco (India)... 160 
468 Аш “170 
107 Aurobindo Pharma 156 


633 Automobile Corp. Of Goa 180 
270 Automotive Axles 162 
793 Automotive Stampings & 


Assemblies .' 186 

‘985 Avantel Softech 193 

311 Avaya Globalconnect 164 

267. Aventis Pharma 154 

947 Avt Natural Products 192 
322 Aztec Software & 

i Technology Services . 164 
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"RANK COMPANY PAGE 
LU le etd MUTTER 
936 Bag Films 192 


17 Bajaj Auto 

356 Bajaj Auto Finance 
459 Bajaj Electricals 
108 Bajaj Hindusthan 
732 Balaji Amines 


968 Balaji Distilleries 193 
248 Balaji Telefilms 162 
901 Balasore Alloys 192 


187 Balkrishna Industries 
100 Ballarpur Industries 
116 Balrampur Chini Mills 


782 Banco Products (India) 186 
21* Bank Of Baroda 174 
24* Bank Of India 174 
45* Bank Of Maharashtra 174 
395. Bank Of Punjab 

[Merged] 168 
291 Bank Of Rajasthan 164 
288 Bannari Amman Sugars 164 
295 BASF india 164 
260 Bata India 162 
779 Batliboi 186 
224 Bayer Cropscience 160 
939 Bayer Diagnostics India 192 
531 Beck India 176 
180 Berger Paints India 158 
245 BF Utilities 162 


872 Bhagiradha Chemicals & 








| 
| 
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| 
| 
| 
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Industries 190 
871 Bhagyanagar Metals 190 | 
282 Bhansali Engineering 

Polymers 164 
479 Bharat Bijlee 170 
36* Bharat Earth Movers 174 
22* Bharat Electronics 174 
39 Bharat Forge 152 
6* Bharat Heavy Electricals 174 
11* Bharat Petroleum Corp. 174 
343 Bharati Shipyard 166 
937 Bharti Healthcare 192 
5 Bharti Tele-Ventures 152 


244 Bhushan Steel & Strips 162 
672 Bihar Caustic & Chemicals 182 
718 Bihar Sponge Iron 185 


RANK COMPANY PAGE 
279 Bilcare 162 
807 Bimetal Bearings 188 
642 Binani Industries 180 
50 Biocon 152 
129 Birla Corporation 156 
, 827 Birla Ericsson Optical 188 

473 Birla Global Finance 170 
724 Birla VXL 185 
610 Blow Plast 180 
204 Blue Dart Express 160 
294 Blue Star 164 
694 Blue Star Infotech 182 
298 BOC India 164 
466 Bombay Burmah 

Trading Corp. 170 
144 Bombay Dyeing & 

Manufacturing Co. 158 
43* Bongaigaon Refinery & 

Petrochemicals 174 
707 BPL 185 
84 Britannia Industries 154 


741 BSEL Infrastructure Realty 185 
E 


64  Cadila Healthcare’ 154 


14* Canara Bank 174 
863 Caprihans India 190 


238 Carborundum Universal 162 


652 Carol Info Services 182 
80 Castrol India 154 
403 CCL Products (india) 168 
436 Ceat 170 


679 Central India Polyesters 182 
114 Centurion Bank Of Punjab 156 


299 Century Enka 164 
830 Century Plyboards (india) 188 
79 Century Textiles & Inds 154 
119 CESC 156 
922 CFL Capital Financial 
Services 192 
147 Chambal Fertilisers & 
Chemicals 158 
609 Champagne Indage 180 
938 Champdany Industries 192 
894 Chemfab Alkalis 190 
397 Chemplast Sanmar 168 
33* Chennai Petroleum Corp. 174 








` RANK COMPANY PAGE 
: 347 Chettinad Cement Corp. 166 
‚752 Cheviot Co. 186 
75.328 Cholamandalam Investment 
| & Finance Co. 164 
“857 Chowgule Steamships. 190 
341 Ciba Specialty Chemicals 










0 раа) 166 
25 Cipla 152 
2527 City Union Bank 176 

416 Clariant (India) 168 
887 Classic Diamonds (India) 190 

5774 Clutch Auto 186 
242 CMC 162 
65. Colgate-Palmolive (India) 154 

50771422 Colour-Chem 168 

‚977 Consolidated Fibres & 

т Chemicals 193 
647 Consolidated Finvest & 
Holdings 180 
19% Container Corp. Of india 174 
301 Coromandel Fertilisers 164 
.23* Corporation Bank 174 
(00687: Cosmo Films · 182 
261 Cranes Software Intl 162 


n +492 Crest Animation Studios 172 







702 Crew BOS Products 185 
277 CRISIL 162 
7 ! Crompton Greaves 154 
76 Cummins India 154 
710 Cyber Media (India) 185 
BI usen 
53. Dabur India 154 
234 Dabur Pharma 162 
396 Dalmia Cement (Bharat) 168 
359 Datamatics Technologies 166 
920. Dawn Mills 192 
766 DCM 186 


188 ОСМ Shriram Consolidated 160 
706 DCM Shriram Inds 185 
651 DOW 182 
206. Deccan Chronicle Holdings 160 





923 Deccan Gold Mines 192 
“272 Deepak Fertilisers & 
Petrochemicals 162 
808 Deepak Nitrite 188 
500 Denso India 172 
552 Dewan Housing Finance 
PS Corp. 178 
:53830.Dhampur Sugar Mills 164 
217814 Dhanalakshmi Bank 188 
` ` 924 Dharani Sugars & 
f Chemicals 192 
185 


750 DIC India 








42 Dr Reddy's Laboratories 


RANK COMPANY PAGE 
986 DIL 193 
809 DISA India 188 
210 Dishman Pharmaceuticals 

& Chemicals 160 
125 Divs Laboratories 156 
372 D-Link (India) 166 
719 Dolphin Offshore 

Enterprises (India) 185 
670 Donear industries 182 


152 
174 
186 


46* Dredging Corp. Of India 
775 DS Kulkami Developers 


95. DSP Merrill Lynch 156 
640 Duncans Industries 180 
545 Dwarikesh Sugar Inds 176 
441. Dynamatic Technologies 170 
ES ne Oe НЕ 
720 Eastern Silk Inds 185 
976 Easun Reyrolle 193 
649 Eicher 180 
223 Eicher Motors 160 
163 E1D-Parry (India) 158 
94. ЕН 156 
816 ЕН Associated Hotels 188 
643 Eimco Elecon (India) 180 
957 El Forge 193 
399 Elder Pharmaceuticals 168 
518 Elecon Engineering Со. 176 
262 Electrosteel Castings 162 
960 Electrotherm (India) 193 
369 Elgi Equipments 166 
583 Elgitread (India) ° 178 
316 Emami 164 
493 Emco 172 
849 Empee Sugars & Chem. 188 
846 Empire Industries 188 
875 Energy DevelopmentCo. 190 
38* Engineers India 174 
563 English Indian Clays 178 
739: Enkei Castalloy 185 
480 Ennore Foundries 170 
799 Era Constructions (India) 186 
364 Esab India 166 
265 Escorts 162 
602 Eskay K'n'it (India) 180 
51 Essar Ой 154- 
180 Essar Shipping 158 
104 Essar Steel 156 
193 Essel Propack 160 
803 Ester Industries 188 
305 Eveready Inds (India) 164 
481 Everest industries 172 
525 Excel Crop Care 176 








RANK COMPANY PAGE 
926 Excel Industries 192 
151 Exide Industries 158 


728 Facor Alloys 
653 Facor Steels 


| 385 Fag Bearings India 168 
558 Fairfield Atlas 178 
954 Fast Track Entertainment’ 193 
992 Faze Three 193 
698 FCGL Industries 182 
529 FCI Oen Connectors 176 
966 FCL Technologies 

& Products 193 
215 FDC 160 
751 Fedders Lloyd Corp. 186 
176 Federal Bank 158 
945 Fem Care Pharma 192 
71 Financial Technologies 

(India) 154 
250 Finolex Cables 162 
214 Finolex Industries 160 
790 First Leasing Co. Of India: 186. 
447 Flex Industries 170. 
91. Flextronics Software 

Systems 156 
907 Fomento Resorts 

& Hotels 192. 
340 Forbes Gokak 166 
373 Force Motors 166 
921 Fortis Financial 

Services 192 
536 Foseco India 176 
578 Four Soft 178 
605 Fulford (India) 180 
641 Futura Polyesters 180 
638 Gabriel India 180. 
7* GAlL(India) 174 
556 Galaxy Entertainment 

Corp. 178 
85 Gammon India 154 
950 Gandhi Special Tubes 192 
997 Gangotri Textiles 193 
512 Garden Silk Mills 176 
740 Garware Polyester 185. 
835 Garware-Wall Ropes 188 
164 Gateway Distriparks ^ 158 
530 Gati 176 
861 Gayatri Sugars 190 


600 GE Capital Transportation 


Financial Services 178 
791 Genus Overseas 
Electronics 186 
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| 280 Geometric Software 















RANK COMPANY 


199 Geodesic Information 
Systems 
665 Geojit Financial Sus 


Solutions Co. 
878 Gestetner (india) 
[Merged] 
87: Gillette india 
823 Ginn) Filaments 
850 Givo 
106 GlaxoSmithKline 
Consumer Healthcare 
33.. GlaxoSmithKline 
Pharmaceuticals 
$0. Glenmark Pharmaceutical: 
964 Global Films 
` :& Broadcasting 
730 GMM. Pfaudler 
420 GMR Industries 
523 Godavari Fertilisers 
`. & Chemicals 
225 Godfrey Phillips tidia 
92 Goürej Consumer 
Products 
195 Godrej Industries 
313 Goetze (india) - 
196 Gokaldas Exports 
592 Goldiam International 
120- Goodlass Nerolac 
"Paints 
611. Goodricke Group 
581 Goodyear India 
735 Granules india 
266. Graphite India 
32. Grasim Industries 
733 Grauer& Well (India) 
66 GE Shipping СО. 
239 Greaves Cotton 
SAG Grindwell Norton 
597 Groh Finance 
680: GTC Industries 
236 GTL | 
891 GTN Textiles 
542 бийс Biosciences 
191 Gujarat Alkalies 
;-& Chemicals 
26. Gujarat Ambuja 
Cements 
654 Gujarat Ambuja Exports 1 
726 Gujarat Вой 
142 Gujarat Кийсе сав 
162. Gujarat Gas 
275. Gujarat Heavy Chen < di 






























448 Hinduja TMT 












 RANKCOMPAN PAGE 
A9* Gujarat Mineral 
;..Development Corp. 
:153 Gujarat Narmada Valley 
_ Fertilizers Co. 
‚173 Gujarat NRE Coke 
585 Gujarat Sidhee Cement 
198 Gujarat State Fertilizers 
а. Chemicals. 
302 Gulf Oil Corp. 
. 910 GV Films 
: 617 Напі Era Textiles 
689 ‘Harig Crankshafts 
“574 Harrisons Malayalam. 
847 Hatsun Agro Products 
5 342 Havell’s India | 
83 HBL Nife Power Systems 
63 HCL infosystems” 
18. HCL Technologies 
9з HDFC 
12. HDFC.Bank 
289 HEG: 
:452 Helios & Matheson 


174 


158 
158 
178 


164 
192 


180 
182 
178 
188 
164 
168 
154 
152 
152 
152 
164 


170 
170 


193 
eritage Foods (India) 188 
Нето Honda Motors ^ 152 
/.431 Hexaware Technologies 158 
.102 HFCL Infotel 156 
237 Ніка! 162 
252 Himachal Futuristic 
77 Communications 
792 Himadri Chemicals 
& Inds 
1231 Himatsingka Seide 
20 Hindalco Industries 
-897. Hindoostan Spinning & 
Weaving Mills 


162 


186 
162 
152 


190 
|. 158 
127 Hindustan Construction 
t; Company У 
26% Hindustan Copper 
843 Hindustan Don-Oliver 
` -Hindustan Lever 
lindustari Motors 
i lindustan Oil 
^ c Exploration Co. : 
12% Hindustan Petroleum 
Corp. · | 
vs 431 Hindustan Powerplus 


156 
174 
188 
152 
164 


160 


174 
170 


160 | 


176 | 





RANK COMPANY 


453 Hindustan Sanitaryware 
& Inds 

32 Hindustan Zinc 

393 Hindusthan National 

.. Glass & Inds 

663 Hitachi Home & 
Life Solutions (India) 

675 Hi-Tech Gears 

34* HMT 

612 Honda Siel Power 
Products 

269 Honeywell Automation 
India , 

122 Hotel Leela Venture 

746 Hotline Glass 

89. HT Media 

488 Hyderabad Industries 


{ 
174 ICI India 
8 ICICI Bank 
661 ICSA (India) 
152 IDBI Bank 
631 IFGL Refractories 
41 i-flex Solutions 
557 IFSL 
497 Igarashi Motors India 
267 iGate Global Solutions 
704 II&FS Investment 
Managers 
222 H&FS Investsmart 
991 Impex Ferro Tech 
171 India Cements 
339 India Glycols 
353 India Infoline 
522 India Nippon Electricals 
983 india Polyfibres 
874 India Steamship 
Co. [Merged] 
82 Indiabulls Financial 
Services 
566 Indian Acrylics 
767 indian Card 
Clothing Co. 
810 Indian Charge Chrome 
59 Indian Hotels 
703 Indian Hume Pipe 
3* Indian Oil Corp. 
27* Indian Overseas Bank 
49 Indian: Petrochemicals. 
70 Indian Rayon & Inds 
821 Indian Resort Hotels 
748 Indian Seamless 
Metal Tubes 
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PAGE 


170 
152 


168 


182 
182 
174 


180 


162 
156 
185 
154 
172 


` 158 


152 
182 
158 
180 
152 


178 


172 


162 


185 
160 
193 
158 
166 
166 
176 
193 


190 


154 
178 


186 
188 
154 
185 
174 
174 
152 
154 
188 


185 


RANK COMPANY PAGE 
345 Indian Seamless Steels 

& Alloys 166 
812 Indo Asian Fusegear 

[Merged] 188 
1000 Indo Count Inds 193 
283 Indo Gulf Fertilisers 164 
203 Indo Rama Synthetics 

(India) 160 
722 Indo Rama Textiles 185 
394 Indoco Remedies 168 
44* indraprastha Gas 174 
386 Indraprastha Medical 

Corp. 168 
520 Ind-Swift 176 
391 ind-Swift Laboratories 168 
97 Indusind Bank 156 
18* Industrial Development 

Bank Of India 174 
365 Infomedia India ° 166 
3 Infosys Technologies. 152 
355 Infotech Enterprises 166 


17* Infrastructure Development 


Finance Co. 174 
134 ING Vysya Bank 158 | 
211 Ingersoll-Rand (India) 160 
598 Insilco 178 
‘804 International Travel 
House 188 
795 lon Exchange (India) 186 
890 IP Rings 190: 
` 200 IPCA Laboratories 160 
124 Ispat Industries 156 
905 IT Microsystems (India) 192 
6 HC 152 
504 ITD Cementation India 176 
47* ITI 174 
165 IVRCL Infrastructures 
& Projects 158 
as sida pas eae 
430 Jagatjit Industries 168 


854 Jagsonpal Pharmaceuticals 190 





796 Jai Balaji Sponge 186 
867 Jai Corp. 190 
969 Jai Parabolic Springs 193 
230 Jain Irrigation Systems 160 | 
54 Jaiprakash Associates 154 
128 Jaiprakash HydroPower 156 | 
98 Jammu & Kashmir Bank 156. 
783 Jay Bharat Maruti 186 | 
749 Jay Shree Tea & Inds 185 
761 Jayant Agro-Organics 186. | 
501 Jayaswals Neco 176: 
458 Jaypee Hotels 170. | 


RANK COMPANY 


256.JB Chemicals & 
Pharmaceuticals. 


474 JBF Industries 


984 JBM Auto Components 

323 JCT : 

23. Jet Airways (India)... 

569 Jindal Drilling & Inds. 

413. Jindal Photo: ` 

205. Jindal Poly Films 

133 Jindal Saw 

508 Jindal South West 
Holdings . 

156 Jindal Stainless 

62 Jindal Steel & Power 

951 JJ Exporters 

888 JK Agri Genetics 

263 JK Cement 

371 JK Industries 

401 JK Lakshmi Cement 


. 438 JK Paper 


988 JK Synthétics 

548 JM Financial 

903 JMC Projects (India) 
909 JMT Auto 


.55. JSW Steel 


81 Jubilant Organosys 
758 Jupiter Bioscience 


7437 Jyoti Structures 


K 

762 K Sera Sera 
Productions 

464 Kajaria Ceramics 

959 Kakatiya Cement 
Sugar & Inds 

771 Kale Consultants 

292 Kalpataru Power 
Transmission 

251 Kalyani Brakes 

711 Kalyani Forge 

254 Kalyani Steels 

882 Kamat Hotels (India) 

902 Kanishk Steel.Inds 

559 Kanoria Chemicals 
& Inds 

169 Karnataka Bank 

931 Karuna Cables 

233 Karur Vysya Bank 

712 KCP ; 

467. KCP. Sugar & Inds Corp: 

229 KEC International 

737 KEI Industries 

241 Kennametal Widia 
ааа 
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162 
170 
193 
164 


152 


178 
168 
160 
158 


176 
158 
154 
193 
190 
162 
166 
168 
170 
193 
176 
192. 
192 
154 
154 
186 
170 
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170 


193 
186 


164 
162 
185 
162 
190 
192 


178 
158 
192 
162 
185 
170 
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185 
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HR man agement has Ww 
braduat ed f from the 
sidelines to a more 
strategic function. 
lechinolog ogy tools lik 
ү HCM have 
a played th air part in 

liis transiormation, 
уу empowering Ше 
mi ployee, a and the 
rganisatit On. 




















THE DAY A SKY SCRAPER SMELLS PEACHY FRESH 
IS THE DAY WE’LL MAKE ONE KIND OF SOLUTION. 


i 








а 
E А i 
4 K ———. ——3— B 
(В эй DA Чи ШШ шш иш | ——— 
- E | - 


xS crm = e PN 


72 mas 


4 2 


THE STATE OF 


‘ECR St IA 

— e ڪڪ‎ 

i i 

aax. 14 
“Be, , imd 


L 





Human Capital 


Managem 


n 


Whether yov are a Fortune 500 company or a small business, your 
people are your greatest asset. And IT helps manage them better. 


UMAN RESOURCES, AT ONE TIME, USED 

to be a drab, secondary function, 

typically manned by people whose 

main job was to keep track of 

employees’ payroll, leave and 
sundry mundane activities. Now, though, HR is 
as critical to a company as any other function. 
Thats because HR is now actively involved in 
fashioning career paths for employees, improving 
their skill sets, and honing in on and developing 
leaders for the future who can take the company 
forward. After all, it takes more than just good 
Strategy to make a company a success. 

All this has been made possible due to the 
evolution of technology tools, particularly 
Human Capital Management (HCM) solutions, 
that have automated the mundane activities 


almost totally, and allowed the HR department 
to play a more strategic, thinking role 


REDEFINING HR 
The world over, HCM solutions are mostly built 
into a larger ERP (enterprise resource plar 
ning) framework. A recent survey conducted by 
Aberdeen Group and the Human Capital 
Institute brings out some interesting numbers 
@ 22 per cent of HR executives will purchase 
employee and managerial self-service applica 
tions within the next months. 
€ 96 per cent outsource some portion of the 
HR solutions today (38 per cent use ADP: 21 
per cent Ceridian). 
@ 40 per cent manage HR with ERP solution 
(Oracle, SAP, PeopleSoft, or JD Edwards) 
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The numbers, though, are not a major sur- 
prise, given the business benefits that IT tools 
bring to the table. Some examples: 
® Improved corporate performance: Align your 
workforce with business objectives, and ensure 
that every employee understands and acts 
upon those objectives. 

ө Optimised development and use of talent: 
Find the best people and leverage their talent 
in the right place and right time. Identify and 
track high-potential employees to ensure future 
leaders are identified for key positions. 

@ Cost-effective compliance and administration: 
Reduce the cost and effort of complying with 
local regulations through features and func- 
tions, support structures and expertise. 

è Global and local coverage: Enable flexible 
processes that balance global demands with 
local needs. 

€ Improved employee satisfaction: Build better 
relationships with employees through person- 
alised self-services, e-learning and e-recruiting 
applications, and more flexible compensation 
and reward models. 

€ Improved decision-making: Integrate HCM 
information and processes into the core of your 
business to provide line managers and execu- 
tives with the means to make better decisions. 
@ Scalability and support that lower risk: Adapt 
your processes quickly to changing business 
needs with a flexible, scalable solution. 

€ Proven return on investment: Transform your 
HR function, lower costs and improve service. 

€ Opportunities for value-added activities: 
Streamline all HCM processes and free 


Top Challenges Designated by 
HR Executives. 


Ability to compete for top tale 
Addressing benefit cost 


Balance service level and co 
of benefits/ service 














Lowering the human capital g 
operating bud; 


Inability to predict for futu 
workforce need 


Maintaining the human capit 
management operating budg 


Figures are per cent of respondents in a Human Capital institute/Aberdeen Group 
sutvey of 98 HR executives 
Source: Aberdeen Group, September 2005 
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Current Use & Procurement Plans 
For HCM Applications 


Employee Self-service 







Managerial Self- service 







On-line performance management systems to set, track goals 





ated benefits selection and admin programmes 





18 In use today 


ill provure within 12 months 
Figures are per cent of respondents in a Human Capital Institute/Aberdeen Group 


survey of 98 HR executives Source: Aberdeen Group, September 2005 


employees to concentrate on value-generating 
activities rather than on routine tasks. 


MEASURABLE BENEFITS 
The benefits are not abstract, intangible ones; 
they are measurable, and show how HCM 
solutions can result in significant savings for 
companies across the globe. Some examples: 
@ US-based IT major Dow Corning's HR work- 
force has been reduced by approximately 60 
per cent, savings attríbutable to the organisa- 
tional management business process was $2.3 
million, and the cost-savings attributable to the 
personnel administration business process 
was $2.7 million. Then, transaction times for 
personnel administration business processes 
were brought down from 10 business days per 
transaction to a remarkable three days. 
e The world's #2 brewer, South Africa's SAB 
Limited, streamlined its HCM business proces- 
ses and systems, and projected a 10-year sav- 
ings of 8.24 million euros. 
e Canada-based TransAlta, a leading North 
American utilities company, realised significant 
cost and time savings with HCM, projecting an 
ROI of 102 per cent, with a 10-year annual sav- 
ings of CAD$31 million. 

With numbers like that to show, it's no wonder 
that according to AMR Research, over the next 
five years, the HCM solutions market will grow 
the second fastest (8.3 per cent), second only to 
strategic sourcing (12 per cent), and ahead of 
customer relationship management (CRM, at 
7.6 per cent). Keeping the employee, it appears, 
is now as critical as keeping the customer. 





“TT Enables Quicker 
Decision Making” 


THE COUNTRY HEAD OF MERCER HR CONSULTING, 
R. Sankar, shares his views on the role of IT 
in HR. Excerpts: 


Q. What are the problems in managing the 

HR function that IT can address? 

A. IT can address a lot of areas. For instance, 
it can improve service delivery. There's a con- 
cept of self-service for companies who are not 
IT-enabled; in these companies, there are 
some employees who give all information relat- 
ed to HR that may be needed from time to time. 
The problem with this approach is that service 
delivery is very slow. At the same time, it is inef- 
ficient and also involves high cost. That's 
because you have to have a number of people 
in the company to do this kind of work. 

If you have an IT solution, everything is 
automated. Besides, all the data is secured 
through passwords, etc., so people can't 
access others' data. It reduces cycle time and 
cut costs. Then, workflow approvals happen 
very quickly. If someone wants to take leave, for 
instance, the leave application process is auto- 
mated. All this results in much of HR time being 
freed up for strategic thinking, such as 'Are we 
acquiring the right kind of leaders?' and so on. 
Automation of HR activities also enables quick- 
er management decision-making because all 
information you need is available at a click. 


Q. Are Indian firms adopting such solu- 
tions? 

A. A lot of automation is happening in Indian 
companies, and it is happening across sectors; 
no sector is being behind. Most ERP solutions 
such as those from Oracle, SAP, PeopleSoft, 
etc., have HR modules. Many companies have 
implemented either an entire ERP solution or 
the HR module of an ERP solution. 


Q. What steps should a company take to 





decide on an HR solution? 

A. Before implementing any solution, there is a 
Specification requirement phase. The IT team 
has to decide what is more important to the 
company: speed of service delivery, cost control, 
workflow automation, etc. Usually you'll need ail, 
but you still have to distinguish and prioritise 
There are always some elements in an IT solu- 
tion that can be said to be "nice to have". These 
may be useful, but you need to have the basic 
things before you can go for the nice-to-haves 

Then, in one vendor's ERP solution, the HR 
module may be better; in another vendors ERP 
the Finance module may be better. You could 
go for individual modules of different vendors, 
or go for one full ERP package, which is a bet- 
ter option. Then, you may want to customise the 
software, but if you do that, you have to retain 
the people who have worked on it. Otherwise, 
once they leave, it will become a nightmare to 
maintain the solution, since documentation at 
Indian companies is not very good. 

You should also find out from other compa- 
nies what solutions they are using, how they 
went about it, etc. Most important, find out 
whether their expectations have been fulfilled 
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Managing Complexity 


HR systems in India are different from, and more complex than, any other in the 
world. And SAP has all the solutions you need to make HR tick. 


ANAGING HUMAN RESOURCES IN A DYNAMIC 
M and customer driven environment has 

its own set of challenges. What 
becomes critical in such an environment is the 
easy availability of information, which helps HR 
make intelligent decisions based on their 
resources over the long term. The challenge for 
such a system is to be robust enough to cover 
various facets of the employees. Apart from 
that it should provide single-window, role- 
based access to various users of the system. 
The system over and above this should be able 





to support analysis of the information for plan- 
ning and identifying development needs. 

SAP HCM (Human Capital Management) is 
a solution built keeping in mind the specific 
challenges of your industry and therefore 
adapts to the requirements based on the 
needs of your organisation. It helps you man- 
age the service perspective by better aligning 
employees to business strategy. It gives your 
employees easy access to their information, 
thereby reducing the administrative burden of 
the HR department, and finally it addresses the 
organisation's requirements by providing met- 
rics and analysis to meet customer expecta- 
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tions and also align them to employee SLAs. 


MANAGING TALENT 
Acquiring quality talent and developing it is crit- 
ical in today's business. SAP HOM identifies 
and develops a talent pool and provides 
means and ways to maintain communication 
with this pool of candidates. And internally, tal- 
ent management can be used to manage the 
internal employees. 

Using talent management as the funda- 
mental building block, SAP HCM helps organi- 
sations plan for training, individual develop- 
ment plans and appraisals that are aimed at 
improving efficiency, while ensuring progres- 
sive development happens for employees. 

The system would also help in deployment 
of resources based on various parameters like 
skills, requirements and workload, and suggest 
the optimum fit for a particular task. The system 
also helps in setting up compensation struc- 
tures and guidelines, which can be effectively 
used to manage employee compensation. 


MANAGING EMPLOYEE 
PROCESSES 

At the core of any HR system is the ability to 
manage employee processes effectively. 
These include information about the employ- 
ee—personal, work-related and salary infor- 
mation. Apart from capturing and maintaining 
complete information on employees' profiles, it 
also manages information on his day-to-day 
administrative tasks like time sheet mainte- 
nance and leave balances. 

SAP HOM also provides a feature called 
"Date monitoring", which helps in monitoring 
key dates such as those for appraisal, training, 
separation and joining. This helps HR track 
important dates and send alerts to the con- 
cerned managers on the same. 

SAP Payroll is fully localised to the Indian 











legal and statutory environment and is capable 
of talking to any financial system. It can cater to 
an organisation’s paying philosophy and the 
structure is easily definable. 

SAP Payroll responds to tomorrow's needs 


today. It is comprehensive, reliable and 
designed to meet your payroll requirements. 
From ‘configuring’ rules to arriving at the salary, 
taxation to provident fund contributions and 
deductions, loans, etc., SAP Payroll calculates 
your employee’s compensation accurately and 
efficiently. If an employee's pay details have 
changed, SAP's retroactive processing pro- 
gram automatically recalculates pay, deduc- 
tions and taxes. The revised figures update the 
employee's history, payroll and tax records as 
well as ledger entries. SAP India Payroll also 
provides a feature to run an off-cycle payroll, 
which can be need based and can be run for a 
selected section of employees. 

Taxation: Designed to comply with the individ- 


also be administered in the system. The value 
of such perks determined by the system as per 
Indian taxation laws are considered for com- 
puting the taxable income of the employee. 
Superannuation and Gratuity: SAP HH cal- 
culates employer's contributions like superan- 
nuation and gratuity for your employees. The 
function provides the continuous, comprehen- 
Sive, up-to-date information you require. 
Other functionalities: Additionally, SAP's HR 
system allows you to store individual informa- 
tion about your employees, such as: nomina- 
tions, section 80/88 investment declarations. 
house rent allowance, etc. 


MANAGING EMPLOYEE 
RELATIONSHIPS 
SAP provides a solution to enable communica- 
tion and collaboration within organisation. For 
this, it provides Employee and Manager Self 
Service to enable a better collaborative anvi- 


The easy сагат of information, с: 


> make intelligent decisions 





ual income tax laws of India, SAP HCM stores 
all your employee tax details, including previ- 
ous employment tax and professional tax. 
Calculations are based taking into considera- 
tion employees’ taxable income, tax slabs, 
standard deduction and investment options. 
You can also update data as and when any 
policy or legislative changes occur. 

Provident fund: With SAP's Provident Fund 
component, you can tailor the system to cap- 
ture and store data for provident fund contribu- 
tions from the employer and employees. 
Reimbursements: Reimbursements like med- 
ical and LTA, which may not form a part of the 
regular payroll, are also taken care of. The sys- 
tem provides flexibility to define eligibility limits, 
record claims, carry forward of unclaimed bal- 
ance to next year or taxation of the same. 
Perquisites: Perks provided to employees like 
company leased/owned accommodation, car 
and conveyance, and membership fees can 


ronment in the organisation. Employee self 
service enables employees to complete their 
tasks on their own, for example: Applying for 
leave or changing their personal information. 
For managers, SAP offers a solution to offi- 
cers to manage their direct reportees and 
employee. There are tools for analysis of infor- 
mation to make the life of managers easier by 
enabling them to analyse information at hand 
in a short time. For example: A simple atten- 
dance monitor would be able to tell how many 
employees are on “leave without intimation” for 
long and appropriate action can be taken 
against them. Using the many information 
views available in SAP, information comes to 
managers easily to aid their decision-making. 
Analysis of information on workforce para- 
meters forms the basis for future decision-mak- 
ing. This is where SAP HCM stands apart in its 
ability to help HR departments analyse their 
performance and also plan for future growth, 
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THE DAY YOUR HAIR NEEDS 2000 KGS OF THRUST IS 
THE DAY WE'LL MAKE ONE KIND OF SOFTWARE SOLUTION. 








ABB: Focus on Systems 


ABB IS A GLOBAL LEADER IN POWER AND 
Automation technologies that enable utility and 
industry customers to improve their perform- 
ance while lowering environmental impact. The 
ABB Group operates in around 100 countries 
and employs around 103,000 people across 
the world. ABB has a long-standing presence 
in India where it employs around 4000 people. 

ABB India serves utility and industry cus- 
tomers with the complete range of ABB's offer- 
ings. The company has a vast installed base, 
extensive local manufacturing at 8 units and a 
countrywide marketing and service presence. 
As a strategic thrust to standard products busi- 
ness, ABB has a national channel partner net- 
work, which ensures 
geographical reach and 
penetration of its prod- 
ucts and services. 

In order to leverage 
India’s intrinsic technol- 
ogy strengths and the 
vast pool of highly qual- 
ified software profes- 
sionals, ABB has also 
set up a global R&D 
Centre in Bangalore, 
which focuses on IT 
based development and 
deployment, in the indu- 
strial automation technologies arena and acts 
as a partner for ABB R&D centers as well as 
business areas within the group. In an inter- 
view, P C Rajiv, HR Head, ABB India, explains 
the transformation. Excerpts: 


Q. Why did you feel it necessary to imple- 
ment an IT solution to take care of your HR 
needs? 

A. In an increasingly networked, fast changing 
and globalised business environment, human 
resources are being duly recognized as a 'key 
differentiator in terms of providing a competi- 
tive edge. Accordingly, the definition and role of 
human resources has undergone radical 





change and the function has to keep pace with 
the dynamic business environment it is an inte- 
gral part of. Today, HR is recognized as a key 
frontline business function and not just a 'facili- 
tator or ‘personnel management discipline that 
manages labour, processes wages and leave 
requests and harnesses people as a factor of 
production. In order to adapt to this evolving 
role, many of these 'transactional' functions are 
either being outsourced or being made system 
driven. This allows HR to enhance its ‘strate 
gic’ contribution in the form of attracting, retain 
ing and developing talent and maximizing peo 
ple performance’. If HR is to encourage inno 
vation and creativity the function itself must 
'walk the talk' and show 
the way. It is against this 
backdrop that the HR 
function at ABB India 
has been evolving and 
re-positioning itself with- 
in the company and the 
wider business environ- 
ment. The company has 
been growing at a rapid 
pace and is expected to 
continue in this mode 
making the challenge 
even more interesting 
At the same time, the 
people-mix is also changing eg., age profile, 
blue-white mix, knowledge workers etc. 

Q. How did you zero in on SAP HR? What 
was the basis of your decision? 

A. As an industry leader in power and automa- 
tion technologies, we are focused on attracting 
developing and retaining the finest engineer- 
ing/ functional talent available. India is present- 
ly amongst the fastest growing operations with- 
in the ABB Group and the focus is increasing- 
ly on India, both as a market as well as a key 
resource base. The fast growth that the com- 
pany is experiencing calls for sound strategies 
to be able to cope with increasing business 
needs. ABB India has adopted SAP as its main 
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ERP platform across functions. In order to facil- 
itate seamless integration, SAP HR was there- 
fore a natural choice. ABB India was the first 
organisation in India to implement the payroll 
module. Other SAP HR modules, such as com- 
pensation management, performance man- 
agement, training and events management 
etc., were introduced thereafter. 

Q. What were your expectations from the 
solution? 

A. We have adopted а ‘3S’ (Systems, Speed, 
Spirit) management philosophy at ABB India. 
Systems are at the core of this approach. In 
keeping with this approach, we sought to make 
the HR function more contemporary and sys- 
tem driven, minimize manual intervention and 
transactional functions, ensure data and 
process integrity and integrate with the busi- 
ness to provide a comprehensive MIS. By 











wish to use the Café for information/ transac- 
tions relating to themselves or process trans- 
action requests from their team. Each employ- 
ee is assigned a dedicated user-id & password 
to maintain system integrity & confidentiality. 
Some of the key HR processes enabled by 
Café HR include : 

Payroll Management; Salary slips; Benefits 
statements; Compensation Management incl. 
revision letters; Flexible pay allocations; Time, 
Leave & attendance management; Workflow 
enabled online Performance appraisal & man- 
agement; Incentive Management incl. incen- 
tive plan letters; Income tax projection state- 
ments; Personal Information eg. family; bank 
details; address; passport etc; Training 
Management, Travel & Expense management. 
Q. What benefits did you derive? 

A. Some of the benefits of this system include: 


Cafe HR, part of SAP-HR module, serves as an employee 


self service portal 





adopting this system, we were also seeking to 
increase our speed, maximize our productivity, 
enable scalability and above all empower our 
employees. 

Q. How did the implementation happen? 

A. Payroll was the first module we introduced 
and it went live across the country in 2001. The 
payroll processes achieved maturity around 
2002 and then we started work on the other 
modules such as organisational management, 
time management etc. This took around six 
months after which we top-layered these back- 
end modules with the Employees Self Service 
christened as CafeHR . 

‘Café HR’ , is part of the SAP-HR module 
for which ABB India was a ‘beta —site' . (Café is 
an acronym ‘Complete Access for Emplo- 
yees’). It is a café with a difference and serves 
as an 'employee self service' portal. All key HR 
transactions are automated and workflow 
enabled resulting in a 'paperless' working envi- 
ronment. This site is authenticated for the 
exclusive use of employees of ABB India who 
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Empowerment & easy access for employees 
on a ‘real time’ basis. 

Speed, efficiency and reduction of cycle time 
Minimum human intervention 

Releases HR resources for strategic activity 
Seamless integration of data 

Minimization of paper trails 

Real time data availability for MIS 

Closer monitoring of productivity etc. 

Q. Did the benefits match up to your expec- 
tations? 

A. Yes, to a great extent they did and we did 
push the system in terms of leveraging func- 
tionalities, but there is still a lot more that can 
be done to leverage the benefits. 

Q. What is PeopleNet? How does it help 
your company/employee relationship? 

A. CafeHR, described above, is the employ- 
ee self service portal wherein employees 
can view personal data relating to them- 
selves and seek responses to queries relat- 
ed to compensation, time management, 
leave and various other HR issues. 
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Management is a practical art. And management education, if it is 
to be useful, must impart skills rather than just knowledge. 

The MBA curriculum at the ICFAI Business School achieves this 
through the case study method of teaching. 


2 0 Q 6 = 0 8 Case studies expose students to real-life business situations. Through 


case analysis and discussions, they learn about the realities о! 





MBA 


2 year, Full-time Program 





managerial decision making, while class discussions and 
presentations serve to improve their interpersonal and 
communication skills. 


And as an added benefit, by exposing students to a wide range of 
industries, functions and responsibilities, case studies help them to 
make more informed career choices. 


In recent b-school surveys, IBS bas been ranked among the 
schools in India. More than 7200 IBS alumni are current! 
successful and challenging careers at over 750 blue-chip org 
in India and abroad. 


ICFAI Business School 


Aspir 


For more information and the IBSAT Bulletin (Rs. 200), please contact 
Campus Programs Admissions Department (CPAD), 

ICFAI, 45, Nagarjuna Hills, Panjagutta, Hyderabad 500 082 > 
Tel: 040-23435328-30, 45; Fax: 040-23435347/48 TG REPE 
E-mail: cpadhq@icfai.org www.ibsindia.org 


IBS Admission Test: December 18, 2005 at 200 test centers all over india 


ICFAI Case Studies are available at www.icmr.icfai.org, Asia's largest electronic repository of management cases 
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A. Dan Meiland 


Executive Chairman/ Egon Zehnder 


“India Has 

Become, In 
Ways, 
river" 





DANIEL | HI 
/ world's best-known executive search firms, 


MEILAND HEADS ONE Ol 


Egon Zebnder. The firm, which specialises 

/ i CEO and senior executive searches, fared 
A. A relativi h bette! than its pe ers thr mgh the In 
| winter between 2001 and 2003. 
Now the fifth largest executive search firm in the world, 


considered a pioneer of sorts in its area: it was the 


first to bave consultants specialising in specific industries; 
dud it Was among the first to follou а one-firni nk del 
9 countries around the world), with 
tting to share profits (as opposed to a com 
mission-based model). Meiland, a former McKinsey © 


ICES 11 


Nartners 





done his share of searches (his 
it In © Ix шпага In the теша i hile Ix 
for a well-known company, be 


| for à fligl t, diverted them 
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| 
them baci 


drow 
a hotel Раа been 
b candidates), and и 
recently (Egon Zehnder completed 10 years in 
a dis 


EZ's Indian operations and the future of the 


to à bus on the tarmac, 
entire floor of 


and vot tbem to meet wit 


} 
the 


il ber 


year). He met with Business Today for 
search industry. Excerpts 


It's six years since you were here last and 10 year: 
first visit. Do you sense some changes? Can yot 
changes in the country? 

Yes, these are obviously coloured by India 
much bigger role globally, so vou hear abi 
stantly. | live in the United States and the in 


Indian business and the acceptance of th 


from India to run major corporations in the c 


been very pronounced. Ten vears ago, | 




















someting that you talked about. It was a big market. 
-You said, almost like a consumer goods company, 
There are many people, they do have some money, so 
here must be a market and therefore we should be 
ere’. If you talk to big corporations, they all probably 
: did the same thing, saying, there must be a fantastically 
market for us (in India). And then things started нм 
ing time. What’s happened is that because of the brain- 
| the acceptance of that globally, the whole 
| the world on what is happening in India has 
changed enormously over the 10-year period, but es- 
pecially since the bubble burst in 2000. India has be- 
. come, in many ways, the driver. When you then come 
` here and look at it; you see the enormous contrasts. A 
lot of the India I saw 10 years ago hasn't changed all 
that much. And then you come to (a city like) Delhi and 
© yow see how things have changed and how the op- 
portunities have expanded Coto, i in India. 





From the point of view of global searches—say, a large 
multinational corporation is looking for a senior executive— 
would India be more important than: China? 

If it is a global firm and the position is based in the us 


and Europe, India by far. There are not enough top - 


managers who have surfaced that way in ши (as 
they have here). 


So, do you do lots of such searches that include India? 
When corporations come with a big CEO search or top 
management search... I have been in this profession for 
28, 29 years. In the old days they never meant it 
when they said, ‘Search globally’. Less than 5 per cent 
of the searches we did were truly international. These 
days, almost a 100 per cent are. Of course, India plays 
a part in that, and the office in India will get a call say- 
ing, "This is the position and is there anyone in India we 
should consider?’ Also, there are people from India who 
have succeeded outside and they are certainly on our list. 
Global searches from India, where an Indian com- 
pany comes to you and says, You һауе То look for 
someone outside India’ happen constantly. There's 
compensation and other things that play a role in at- 
tracting these people. Like in any country, they have to 
say, "We'll take one or two people’. The top, top, top 
people you can do that (hire globally), but if it is further 
down, it will destroy your compensation structure. 


Do you have an increasing number of senior executives 
coming to you and saying, '1 ат open to working in India’? 
We have an increasing number of successful Indians out- 
side who are open to coming back and working in India. 
I would be saying something that is not truthful if I were 
to tell you that lot of people who are not from India 
'come to us and tell us we are open to working 


anywhere in the world, including India and 
That tends to be at a level just below where 
searches happen. Younger people see this (Ind: 
frontier. You have become what the West w 
generation. I come from Europe and the West | 
where opportunities were. 


Where do you see your industry headed? What trends do 
see emerging? 

We call it a profession. because we are focussed п 
running Egon Zehnder as a normal busin 

to run it truly as a profession. This may sound bar 
you, but I truly think that you cannot focus on 
money in а profession like ours; it isa by-product. In: 
41 years of existence, we haven't made pro 

two years and I think this is because 

fessional aspect of the work that we do for our client 
"You will see,-in our profession, a split b 
those firms-—and there will only be a few of ther 
are capable of concentrating on what they do a. 
what they earn. It is kind of like the transitic 
happened in investment banking where 
years ago; it was much more of a ‘professional 













client, not thinking about the fees first. Money ar 
ple is a dangerous mux. It is like a drug. The mo 
came so big, that it became the focus. [op 
think it is a pity that so many investment banks h 
gone public, through an ipo, having to answer f 
whether they have money growth and find our where 
they can get that, and (finally); ‘Let us invent things that 
will get us the money’. Our focus is just the opposite. 
Ten years from now, you will find only a handful of 
firms in our business that continue to do this. The 
rest will be running after the money. There will be room 
for them but it will become a transactional busin 
I do not see our firm go much beyond the services 
we (currently) offer over the next decade. There are 
plenty of things we could do (but we won't. We 
probably know more of the movers and shakers in 
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the world than anyone else. That’s our livelihood. 
We know the people who make decisions. We meet 
with them (regularly). We have their confidence. There 
are so many private equity firms and big investors 
who have tried to get us to use these contacts to find 
business for us. That would be a natural if you want to 
just maximise the money you want to make, 


How do you hire your people? What do you look for 
in them? 

We do not hire actively from any of our competitors. 
That may be foolish, but we have a very distinct culture 
and we do not want to contaminate that. We need to 
look for people who have ‘self-selected’ and been ‘se- 
lected’ many times through their life. That’s why we like 
education; we are the only executive search firm in 
the world that requires at least a master’s degree, if not 
a doctoral degree. If people don’t have it, we may help 
them get it, and we may even pay for it in some cases, if 
we really like them, but they have to have it. The second 
thing is, they must have worked for organisations 
where it was difficult to get in, especially in the early 
years. One of the reasons that we have so many ex- 





Younger people see 
India as a frontier 
like my generation 

did the US 


McKinsey people—I happen to be one of them—is 
because McKinsey is very strict in its recruitment. If they 
(our people) come from investment banking, you will see 
that they have been in Goldman Sachs, Morgan Stanley, 
Lehman Brothers. Why? Because it is very difficult to be 
picked by these organisations. These criteria are the easy 
ones. Then, we have to decide whether the person 
will fit into our organisation. We do that through a lot 
of interviewing. In the last 25 years, no one has entered 
our firm unless they have met between 25 and 40 of our 
consultants, in quite a few offices around the world. We 
allow a few of them to say ‘I am not sure’ but if three or 
four say that, the person will never get hired. We are not 
a firm that likes to hire and then say it isn’t working for 
us. So far, we have been lucky. Our turnover rate is less 
than 3 per cent a year in a profession where the average 
is over 25 per cent. It has become almost a family 
thing. We would never, for instance, hire someone be- 
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cause he has ‘contacts’. We have enough contacts. 
What we have seen is that people who think they have 
many contacts can never convert them. 


If you look at the stage the headhunting industry is in 
India... 
We don’t call it that (we call it executive search). 


... What stage is it that? Is it in a growth phase... 

It is in an enormous growth stage. When we came in 
here we thought the same thing that happened to us in 
other countries would happen here too. That pattern 
was that our main clients would follow us into those 
markets. Around 70-80 per cent of our business in those 
markets was what we did for these clients. A different 
trend emerged. When Egon Zehnder International 
was set up in India, that was the time when family com- 
panies were professionalising, other strategic manage- 
ment consultants had grown very fast for two to three 
years before that and probably were advising these 
companies, and almost from Day 1, two-thirds or 
more of what we did in India, at fee levels similar to that 
we had for other companies in other parts of the 
world, was for Indian companies. If we were to continue 
to grow for the next 10 years at the same rate at 
which we have grown in the first 10 in India, then, we 
would end up being as big as some of the large rr 
services firms here. Ten years from now, India will be 
among the top four countries for us. 8 
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Understand the fundamentals. 


If you want to be a successful finance professional, you must 
first understand the fundamentals of finance. 


The MS (Finance) Program of ICFAI, leading to the 
CFA Charter from CCFA, provides you with a strong 
foundation in financial analysis. 


The MS (Finance) Program is a career-oriented program 
incorporating the latest developments in the field of finance, 
supported with an up-to-date curriculum and high quality 
courseware that includes a comprehensive e-learning 
package. 



















Exciting careers in corporate finance, international finance, 
risk management, investment and portfolio management, 
banking, equity research, financial services, and other similar 
areas are open to graduates of the program. Several CFAs 
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insurance companies, mutual funds, and other organizations 
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So, if you are serious about a career in finance, 
enroll for the MS (Finance) Program today. 
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The finance program for finance professionals. 
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bt telecom 


VIVAN MEHRA 


Vodafone paying $1.5 billion (Rs 6,750 crore) for 10 
per cent of Bharti Tele-Ventures is big, but the interest 
of several European telecom majors in the world’s 
fastest growing wireless market indicates there’s plenty 
of action waiting to explode. KRISHNA GOPALAN 


AYS AFTER UK MOBILE 
services giant Voda- 
fone announced it 
would pick up a 10 
per cent stake in Sunil 
Mittal's Bharti Tele-Ventures (BVTL) 
for an eye-popping $1.5 billion (Rs 
6,750 crore), Spanish telecom- 
munications operator Telefonica 





agreed to buy 02 PLC, a UK mobile 
company, for £17.7 billion (Rs 
1,41,600 crore). The acquisition of 
02, which has been a star performer 
in the European mobile telephony 
space for the past three years, 
enables Telefonica to further expand 
its footprint across Europe—ear- 
lier in 2005, the Spanish 
corporation had taken over Czech 

operator Cesky 


Telekom. 





Even as European wireless giants 
scramble to consolidate their op- 
erations within the continent, there’s 
a billion-dollar question now be- 
ing asked in global investment bank- 
ing circles. Post Vodafone’s re-entry 
into India, how long will it be before 
operators like Sistema, Telenor, 
France Telecom—and Telefonica— 
make their intentions clear for the 
world's fastest growing wireless 
market? As Manisha Girotra, MD 
& Chairperson (India), UBS 
Securities (which represented 
Vodafone in the deal with Bharti), 
points out, the European operators 
have little option but to be in India. 
"The demographics work well for 
them, with the 18-25 age group 
being a huge population. Besides, 
the 3G problems are over in Europe 
and the next story will have to be 
Destination India," she states. 

To be sure, there are many who 
agree with that line of thinking, en- 
couraged no doubt by the policy 
initiatives taken by the government 
for the telecom sector, the latest 
being an increase in the limit on 
foreign direct investment to 74 per 
cent. And if the Europeans are look- 
ing at India very closely, two huge 
triggers have prompted that interest. 
One is the near-saturation levels 
prevailing in European markets. 
And two, the conviction that Indian 
telecom has finally come of age, 
with the Bharti-Vodafone deal con- 
tributing in no small measure in re- 
inforcing that belief. Explains 
Munesh Khanna, Managing 
Director, N.M. Rothschild India: 
“One would have expected it (a 


deal of such magnitude) to come 
from a place like China. This deal 
only proves that the levels of in- 
terest in India have certainly in- 
creased from the perspective of the 
players in Europe.” 

At the same time, the options 
for the European players are fairly 
limited with some of their markets 
having penetration levels in excess 
of 90 per cent. Stagnant revenues 
per user compound that problem. 
Against such a bleak backdrop, en- 
try into newer markets is vital. Sure, 
but why India? According to Kishor 
Chaukar, Managing Director, Tata 
Industries, the growth in the Indian 
market—about 35 per cent in 2005 
so far—is clearly one huge contrib- 
utor to the interest in the Indian 
market. “India is a huge market, 
and there’s also stability on the reg- 
ulatory front,” he points out. It also 
helps that most domestic players 
aren’t doing do badly for them- 
selves in this capital-guzzling busi- 
ness. According to Enam Financial 
Consultants’ Co-Head Investment 
Banking, Mahesh Chhabria, oper- 
ators are demonstrating healthy 
cash flows and there have been 
high-quality network rollouts. “India 
has major positives like the highest 
per minute usage rates and the low- 
est tariffs. With operators looking to 
provide more value-added services, 
there is ample scope for more 
money to flow in,” he explains. 

Clearly a newer and a more 
conducive environment has augured 
well for Indian telecom. As AV Birla 
Group Chairman Kumar Mangalam 
Birla told BT recently: a lot of the 
regulatory overhang has been 
cleared. That has contributed to 
his group deciding to do a rethink 
on telecom as a business. “We were 
in exit mode and under the new 
circumstances, we thought it made 
sense to keep telecom as a strategic 
business. Today, one cannot have a 
strategy that is rigid and etched in 
stone. It has to be flexible,” he 
states. The AV Birla Group has, in 





Right note: Bharti’s Sunil Mittal (R) and Vodafone's Arun Sarin after signing a 
popping $1.5 billion (Rs 6,750 crore) deal 


POSSIBLE ENTRANTS 


Here are a few international telecom operators eyeing India 


Operator Country 
Sistema Russia 
Telenor Norway 
Telefonica Spain 
France France 
Telecom 
Telecom Italy 
Italia 


Rationale 


Has been looking at the Indian market very 
closely and came close to acquiring stakes i! 


Idea Cellular and Aircel _ 





Considered an eternal favourite. Has a 
presence in markets in Europe and 
Bangladesh. Will soon be in Pakistan as well 





keen on India again 


Has been in the news for buying out UK's O2 
in a massive £17.7 billion (Rs 1,41,600 
crore) deal. Looking to spread its presence 


Has had an innings with BPL Mobile 
which it exited about a year ago. Said to be 


Has a presence in Italy, Turkey and 
entered Brazil in 2002. Said to be keen on a 
larger market 


bt telecom RT 


the process, decided to increase its 
holding in cellular major Idea 
Cellular to over 50 per cent from 
the earlier level of 33 per cent. 

So, who are the most likely 
suitors? Russian operator Sistema 
comes readily to mind, as it has 
come close to clinching a deal in 
India on more than one occasion. It 
was one of the bidders when 
Cingular Wireless put its 33 per 
cent stake in Idea Cellular on the 
block; Sistema had also offered to 
acquire a 49 per cent stake in the C. 
Sivasankaran-promoted Aircel for a 
whopping $450 million (Rs 2,025 
crore). Both the proposed acquisi- 
tions never saw the light of day, 
but as the buzz in investment bank- 
ing circles indicates, those aborted 
bids haven't resulted in India drop- 
ping off Sistema's radar. 

The case of Telenor is 
interesting. This Norwegian major, 
apart from a presence in its home 
country, operates in Denmark, 
Ukraine, Hungary and Malaysia. It 
also has a presence in neighbouring 
Bangladesh and will soon com- 
mence services in Pakistan. Going by 
that geographical spread, India 
would be hard to leave out. Here 
too, the news is that India is being 
seriously considered and it could 
just be a question of time before it 
comes in. The other players who are 
scouting around for buyouts in India 
are said to be France Telecom and 
Telefonica. 

Any potential acquirer wouldn't 
want to wait too long before taking 
the plunge into India, given that 
valuations aren't getting cheaper. 
The Bharti-Vodafone deal placed 


UMESH GOSWAMI 





“Today, one cannot have a 
(telecom) strategy that is 
rigid and etched in stone" 


K.M. Birla/ Chairman/ AV Birla Group 


Bharti’s valuation at $17 billion (Rs 
76,500 crore)—(same time last year, 
Bharti's market capitalisation was Rs 
29.600 crore while it is over Rs 
63,000 crore today)—Aand this could 
result in other players, including 
regional operators like Aircel and 
Spice, commanding a premium. Of 
course, the chances of Spice and 
Aircel being gobbled up by a pan- 
India operator such as Bharti or 
Hutch or Idea—rather than any of 
the global predators—are pretty 
strong. Aircel came close to seal- 
ing a deal with Hutch as it did with 
Sistema. The need for the smaller 
operators to sell out comes largely 
from their inability to expand their 
presence to more circles as they 


WHY TELECOM EUROPE IS 
KEEN ON DESTINATION INDIA 


ш India is the fastest growing market іп the world 


m Quick movement to the CPP regime 

ш European home markets are saturated with 
slow growth in revenues 

ш India could just be the next big 3G story 
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“India is a huge market, and 
there’s also stability on the 
regulatory front” 

Kishor Chaukar/ MD/ Tata Industries 


aren’t in a position to rustle up the 
huge capital needed for such 
growth. 

Other than India, China—the 
largest mobile market after the us 
where it is not easy to invest be- 
cause of stricter regulations—would 
be a logical country foreigners 
should be eyeing, but from a do- 
mestic standpoint, India has its ad- 
vantages. Regulations, point out 
bankers, are more sympathetic to- 
wards the operators. In 10 years 
of wireless telephony, India has 
managed to bring in the Calling 
Party Pays (CPP) regime quite ef- 
fortlessly. (China does not have a 
CPP regime.) Small wonder then 
over the last couple of years, Indian 
operators have been consistently 
logging in over two million sub- 
scribers each month. The policy to 
allow a foreign operator to hold 
74 per cent in an Indian telecom 
corporation is the cherry on the 
cake. “The increase in FDI will be- 
come an added incentive,” avers 
Chaukar. So, who's it going to be af- 
ter Vodafone? Watch this space. m 
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Slowing Dragon, Rising Tiger? 


The impending slowdown in China will boost India's economy. But we'll still 
take years to catch up with our northern neighbour. 


environment that characterises 

the global economy, a rival's 
slowdown is often greeted with 
whoops of delight in opposition 
camps. But what happens when the 
engine of global growth itself begins 
to decelerate? That's a question 
Indian economic planners are grap- 
pling with right now. 

The facts: The latest annual 
report of the UN Economic and 
Social Commission for Asia-Pacific 
says China's GDP growth rate is 
expected to fall to 8.5 per cent this 
year, a full percentage point lower 
than last year, and further to 7.8 per 
cent in 2006. As a result, the report 
forecasts, the entire Asia-Pacific 
region will grow at only 6.2 per 
cent, down from last year's growth 
rate of 7.2 per cent. 

What implications will this have 
for the Indian economy? Steel, coal, 
iron ore, oil and chrome prices will 
definitely fall, since China currently 
consumes 40 per cent of the world's 
cement output and accounts for 90 
per cent of the growth in world 
steel demand. Result 1: lower real- 
isations for Indian companies like 
Tata Steel, Essar Steel and ONGC, 
even though some of them don't 
export these commodities to China. 


I: THE HORRIBLY CUT-THROAT 


Whither Hong Kong? 





Chinese President Hu Jintao: Can 
you spot the slowdown? 


ADVANTAGE INDIA 


How the Chinese slowdown 
can benefit India. 


= Good for Indian companies which use 
Steel, cement and oil as inputs 

m Greater inflows of foreign direct 
investments into India 

w Help Indian exporters grab a larger 
share of global trade 

" ee 





prices 
m Boost the stock market 


Result 2: input costs of most other 
companies will fall. So, India Inc. 
can look forward to some 
improvement in its margins and 
profitability. Alternatively, con- 
sumers can look forward to lower 
prices almost across the board if 
companies decide to pass on the 
lower prices to them. Either way, it 
should provide a fillip to con- 
sumption and push up the GDP 
growth by several basis points. This 
is expected to have a positive fallout 
on stock prices. 

Also, some of the investments 
currently going to China will be 
diverted to India. But don’t expect 
miracles here. “Even if there is a 
perception that India is growing 
and China is slowing, it is unlikely 
to make India, the next big FDI des- 
tination,” says Andrew Holland, 
Executive VP (Research), DSP Merrill 
Lynch. The reason: poor infra- 
structure and sectoral caps on for- 
eign investments are still huge imp- 
ediments to the free inflow of FDI. 

So what does the balance sheet 
say? A slowing dragon will defi- 
nitely add a spring to India's step, 
but don't expect the country to 
become the engine of global growth 
anytime soon. 

ASHISH GUPTA 


EU's refusal to cut farm subsidies is likely to derail the forthcoming WTO ministerial round. 


AS AIR OF PESSIMISM SURROUNDS 
the forthcoming Ministerial 
Round of the World Trade 
Organization (WTO) in Hong Kong 
beginning December 5. Most people 
expect it to end in failure. Agri- 
culture remains the biggest stum- 
bling block. The spoilsport this time: 


224 BUSINESS TODAY DECEMBER 4 


loos 


France. As Union Commerce & 
Industry Minister Kamal Nath said 
at recent press conference: “Signs of 
movement on the part of developed 
countries—mainly responsible for 
trade distortion and protection— 
have been scarce and insufficient.” 

Recognising this, WTO Secretary 


General Pascal Lamy has said the 
French, and tacit EU, refusal to 
reduce the huge subsidies it pays 
its inefficient farmers means the 
organisation’s 148 members will 
have to lower their goals for the 
Hong Kong meeting. That's because 
unless there is some consensus on 


ii economy 
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Minister Nath: No hope for WTO talks 


the farm front, there is unlikely to 
be any movement on any other sec- 
tor. The G-20 has made it clear that 
it will not discuss any other issue, 
including Non-Agriculture Market 
Access (NAMA), unless the subsidy 
question and the “food security and 
livelihood concerns of poorer 
nations” are sorted out to its satis- 
faction. NAMA is important to both 
the us and the EU as it deals with 
reduction in industrial tariffs in the 
developing world. 

India has complicated the issue 
further by making a robust serv- 
ices sector offer. It has also made it 
clear that it will bend on agriculture 
and industrial tariffs only if it wins 
significant concessions on cross- 
border supplies (Mode I) and move- 
ment of natural persons (Mode IV). 

"We could end up having just 
another approximation round at 
the Hong Kong Ministerial Meet," 
says Pradeep S. Mehta, Secretary 
General, Consumer Unity & Trust, 
an NGO working on the WTO issues. 
This means ministers will only agree 
to discuss the modalities of various 
issues at the next round. Wonder 
why they all need to congregate in 
Hong Kong for that? 

ASHISH GUPTA 


Cleaning Up Banks 
The RBI’s decision to allow foreign investments in 
ARCs will go a long way in tackling the issue of NPAs. 





UMESH GOSWAMI 





RBI's Reddy: The foreign hand 


T'S A HANGOVER FROM THI 
Ie ill-fated, but long 
standing tryst with socialism 
The crony capitalism that i: 
bred saddled the banking system 
with huge non-performing as 
sets (NPAs). That's really a polite 
term for bank loans that com 
panies have refused to repay. А: 
last count, the figure totted up 
to a staggering Rs 60,000 
1,00,000 crore. The first Asse: 
Reconstruction Company (ARO), 
the magic wand that promise: 
to clear up this messy Augean 
Stable, was set up in 2003 unde: 
the Securitisation and Recons 
truction of Financial Assets and 


Enforcement of Security Interest Act, 2002, but it simply didn’: 
have the kind of money required to even make a dent on this 
problem. Now, the government has given the sector a booster 
dose. On November 8, the Reserve Bank of India (RBI) an 
nounced that it was opening up ARCS to foreign direct investment: 
(FD!) up to 49 per cent. Foreign institutional investors (Flis), 
however, were barred from buying into these companies. Just tw 
days later, the RBI issued another circular allowing Fils regis 
tered with the Securities and Exchange Board of India to invest 
up to 49 per cent in security receipts (SRs) issued by the ARCs, sub 
ject to a cap of 10 per cent for individual riis. 

How do arcs work? They buy bad loans from banks at a 
fraction of their face value and then pursue the defaulting com- 
panies to recover the dues. Their profit: the difference between thc 
amount recovered and the amount paid. Globally, the norm is for 
ARCs to buy distressed assets for cash, but in India, they will be 
allowed to issue SRs; these are basically ious for the agreed amount 
that will usually be redeemed only on recovery of funds either 
through restructuring or liquidation. 

“Allowing foreign investments in ARCs will lead to greater 
competition and also allow them easier access to huge amounts 
of money,” says Ashwani Puri, Executive Director, Pricewate 
rhouseCoopers. Foreign players like Standard Chartered Bank, 
Citicorp and Barclays Bank have already expressed interest in 
entering the arena. And analysts believe that India can easily 
attract $5 billion (Rs 22,500 crore) over the next one-and-a-half 
years as a result of this policy change. 


ASHISH GUPTA 
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Moving to Greater Heights 





fter Independence, 30 princely states of the area were united and 

Himachal Pradesh was formed on 15 April 1948, With the 

reorganisation of Punjab on November 1, 1966, certain areas 
belonging to it were also included in Himachal Pradesh. It was declared 
a state of the Indian Union with Simla as the capital, on January 25, 1971. 
Pre-independence, the British were so mesmerized by the beauty of the 
state, that they made it the summer seat of the British viceroy. For the 
tourists who flock here today, there are superb locations for relaxing and 
sight seeing. Also available are great opportunities for trekking, 
mountaineering, fishing, river-rafting, skiing and para-gliding. 
Himachal Pradesh, situated in the heart of western Himalayas, has always 
been a very progressive state. The literacy rate among the males and 
females in the state is 86.02 per cent and 68.08, respectively, both well 
above the national average of 65.38 per cent. The state is well connected 


by roads and all villages have basic amenities like 









electricity and drinking water. The army is a major 
source of employment in the state for the locals along 
with agriculture and apple cultivation. Himachal 
is literally a powerhouse when it comes to hydro- 
electricity. The state has many dams that harness 
the hilly rivers to generate electric power. The 
electricity is used by farmers in Punjab, Haryana 
and by the industries in the northern plains. 

The present Virbhadra Singh government is of the 
firm belief that it is economic freedom that will 
ensure socio-economic justice to all and is Shri Virbhadra Singh, CM, 
striving to achieve that goal. The achievements of the past two years have 
been lauded in India Today surveys, by the Planning Commission in its 
Human Resource Development Report and by Nobel Laureate Amartya 
Sen in his book, 'India Development and Participation'. 

The state government has taken several initiatives towards the development 
of the state and its people and surveys conducted by the central government 
show that it has emerged as the most progressive state in the country. 
Himachal Pradesh- Symbol of Development and Performance 

Himachal Pradesh is on a steady march of progress. The state government 
has identified several areas where special initiatives are required and has 
achieved success in certain areas. The efforts have found favour with the 
Planning Commission and in an India Today comparative performance 
study of states, Himachal Pradesh emerged as the third best state in terms 


of all over development and performance. 


Emerging as Power state of the Cour 

Resource generation is of prime importance and the government 1: 
special emphasis on the expeditious exploitation of the industrial, hy« 
and tourism potential of the state. 
The government believes in development with a human face and her 
initiatives that affect the common man have been given priority. T 
Social Services sector accounts for over 48 per cent of the total pi 
budget. Social security, pensions and rehabilitation grants and subsid 
are being disbursed to eligible people. Construction of houses under t 
Rajiv Gandhi Awas Yojana, legal assistance to the poor and ensuring 
benefits to the backward classes and minorities are some of the welf; 
programmes on hand. 
Environment friendly and employment oriented industries li 
horticulture, agriculture, herbal and raw material based activities i 
being encouraged. Schemes to upgrade skills of rural artisans are bei 
implemented. The development of sericulture has been given prior 
because of its potential to raise income levels of marginal farmers a 
landless people. 
Education, health and a network of roads are priority areas 
they have a direct bearing on the common man. 
qualitative development of educational institut 

healthcare facilities at the doorstep and | 

construction and maintenance of roads are bei 

given special attention. 

INDUSTRIES- The Key to Growth 

The Himachal government has decided to projec 


Himachal Pradesh 


very straightforward approach to industrializati 
and economic development. An increasing involvement of the priv; 
sector, clearly laid down policies, speedy and single window procedu 
clearances and escort services to entrepreneurs have galvanised invest 
into looking at the state positively. 

Himachal Pradesh offers a great potential for setting up of industr 
projects. Some of its competitive advantages are a stable and efficit 
polity, clean environment, a positive and responsive administration, go 
industrial relations and availability of cheap and abundant power. Soi 
of the sectors that offer opportunities to set up large and small un 
include those based on agriculture, floriculture, floriculture and medicit 
and herbal produce for which there is an abundance of raw material. 
The government has also initiated new industrial policy rules whi 
envisage accelerating the industrial 


development, employme 


generation, and creation of an environment to attract investment. T 





sal MPAC Treature 


Special Package of incentives includes features like 100 per cent 
"xemption from payment of Central Excise Duty for a period of 10 years, 
100 per cent Income Tax Exemption for 5 years and 25 per cent and 30 
der cent exemption for the next block of 5 years for individuals and 
"ompanies as well as a 15 per cent Capital Investment Subsidy on 
nvestment in plant and machinery subject to a certain ceiling. 

l'oday, entrepreneurs view the state not only as one of the most attractive 
lestinations but also as a state where the administrative system has the 
ibility to deliver and respond to the need of industry. The reasons are not 
yard to find. Government procedures have been overhauled and 
ireamlined and a state level single-window clearance and monitoring 
tuthority has been set up under the chairmanship of the Chief Minister 
limself to provide umbrella support, solve industry related problems and 
© monitor and review the progress of units that have been granted 
ipproval. There is also a policy to grant in-principle approval in a time 
sound manner to proposed projects. 

[he Virbhadra Singh government has also laid great emphasis on creating 
{ооа quality infrastructure in the state to encourage industry. Therefore all 
he industrial areas and estates have been developed with basic amenities 
ike roads, power, sewerage, water and a good communications network. 
\n Export Promotion Industrial Park has been set up at Baddi in Solan 
listrict. An industrial growth centre has been set up at Sansarpur Terrece. 
The Ministry of Commerce, Government of India has launched the Central 
\ssistance to State for Developing Infrastructure (ASIDE scheme) to aid 
he substantial growth of exports from the state. More industrial estates 
nd areas are being developed to cater to the needs of the industry. 

Lis not a small wonder that after the announcement of the special 
ackage of incentives to industry by the Central government, 6012 units 
ave been registered on a provisional basis with an investment of 
ts.17,500 crores and employment potential to around 2.25 lacs persons. 
‘he companies who have set-up their units or are in the process of doing 
о include pharmacy majors like Ranbaxy, Dr Reddy's Laboratories, 
licholas Piramal, Cadilla, Alembic, Johnson & Johnson, Dabur, Torrent, 
тие goods manufacturers like LG, Bajaj, Philips, Maharaja, Colgate 
almolive, and other companies like Cadbury, Wipro, Cremica and Lee 
‘ooper. 

slong with manufacturing, the HP government is also encouraging the 
evelopment of knowledge based industries. A separate department has 
een set up to look after the Information Technology (IT) and Biotech 
ectors. IT projects are conferred the status of an industry and the NRI's 
cquiring land to set up IT units will find that procedures have been 
implified. Biotech has been singled out as a thrust area as trends indicate 
lat it is an area of special growth. Another focus area is the propagation 
f herbal and medicinal plants on a commercial basis. 

limachal Pradesh has truly moved from flogging traditional handicrafts 
› a centre for industrial excellence! 


ira Sailing in fresh and crisp winds of Himalayas - Solang Nala - Manali 








ELECTRICITY- Power to the People! 

Power generation has been one of the successes of this government. Over 
the last two years, the HPSEB Himachal Pradesh State Electricity Board 
has unveiled a spectacular turnaround in the sector. According to а report 
on the power sector published by the Union Power Ministry in March 
2005, Himachal Pradesh has achieved the first position amongst all the 
hilly states of India and its overall position improves to seventh in the 
state rankings. This is the result of foresight, long-term planning and of 
course a lot of hard work. 

Himachal Pradesh has tremendous hydropower potential in its five river 
basins. The identified hydro potential of the five major systems passing 
through Himachal Pradesh - Chenab, Ravi, Beas, Satluj and Yamuna, is 
estimated to be 20386 MW which is about 25 per cent of the total hydro 
potential of the whole country. The optimal exploitation of this vast hydel 
resource has been assigned utmost priority by the state government to aid 
the economic growth and development of the state. In order to harness the 
untapped potential, the government of Himachal Pradesh has adopted а 
prudent policy under which the projects have been planned under the 
central, state, private and joint sectors. 

The history of Hydropower development in the state is quite old. The 
Bhuri Singh Hydel Project in Chamba district was the first hydroelectric 
project to be installed in the state in 1908 by Raja Bhuri Singh for 
meeting the power requirement of Chamba town. Till date а hydro 
potential of 6060 MW has been exploited by various agencies such as 
BBMB, PSEB, NHPC, UPSEB and HPSEB. In 2003, when the present 
government took over, five major projects in the central and joint sector 
with an aggregate installed capacity of 4901 MW - Nathpa Jhakri, 
Chamera II, Chamera III, Koldam and Parbati were in Porgress. Of them, 
Майра Jahkri (1500 MW) and Chamera II (300 MW) have been 
commissioned with Dr. Manmohan Singh dedicating the Nathpa Jhakri 
project to the nation in the month of May 2005. 

In the state sector, there are projects having a capacity of 329.5 MW 
under operation and seven projects having an aggregate capacity of 428.5 
MW area at various stages of execution. To further boost Projects under 
the state sector, a Special Purpose Vehicle has been formed in the name 
of HP Jal Vidyut Vikas Nigam as a subsidiary of the HPSEB 

With the coming of the Electricity Act 2003, the state government is 
updating its policy wherein procedure and processes of land acquisition, 
transferring of clearances to Independent Power Producers (IPPs) is being 
simplified so that they come forward to play a proactive role in the state. — 
As a policy, it has been decided that HPSEB should prioritise the 
completion of all such schemes where considerable investments have 
been made but the project has not been completed for various reasons 
This has been necessitated to avoid idling of investment 

Along with generation, the state government is paying equal attention to 
transmission and distribution as well. It has brought into force the 


Depicting rich hill temple Architect - Bhimakali Temple Sarshan Rampur 










































Q. What are the targets that your government has set for itself in 
your Sth term as Chief Minister of Himachal Pradesh. 

Ans. Shri Virbhadra Singh, Chief Minister:Our aim is to make 
Himachal Pradesh one of the developed and prosperous states and 
ensure socio-economic justice to all sections of the society and speedy 
upliftment of the poor and downtrodden. Our efforts in this direction 
during last two and half years have yielded good results. Himachal 
Pradesh has emerged socially as the "Most Progressive State" in the 
country in the survey ‘State of the States’ conducted by India Today 
Magazine last year. The survey reveals that Social progressiveness has 
been achieved by combining the level of social development with that 
of social equality. Along with achieving a high level of development 
the state has also distributed the gains to a majority of people. This 
year it has achieved the first position in Education, second in Health 
and Infrastructure Building. The states’ overall performance is third 
amongst both the small as well as the big States. Not only this, the 
Development Report of the Planning Commission also speaks highly 
about the development that the State has made in the field of 
Education, Health and Infrastructure building. 

Q. How will the hydel projects in the State change the face of the 
power situation in the State? 

A.Chief Minister:Himachal Pradesh has immense hydel potential 
which has been identified as over 21,000 MW so far, which is about 
one fourth the hydel potential of the entire Country. Out of this only 
6040 MW had been harnessed so far. The Government's endeavour 
is to harness the remaining identified potential expeditiously in the 
Public, Private and Joint Sectors. An ambitious plan has been 
formulated to harness an additional 8000 MW of power in next three 
to four years. The work on hydel projects having a generation 
capacity of 4,388 MW is in an advanced stage. This includes, 429 
MW in the State Sector, 2.351 MW in the Public Sector, 400 MW in 
Joint Sector and 1208 MW in the Private Sector. The 126 MW Larji 
and 12 MW Khauli hydel projects being executed by the State 
Electricity Board are likely to be commissioned by the end of this 
year. When the identified potential hydel power will be fully 
harnessed, there will be abundant and cheap electricity available for 
the entrepreneurs in the State and will help in giving big boost to the 
industrialization. Even today, the entrepreneurs are getting reliable 
electricity supply in the State. I may tell you that not only Himachal 
Pradesh but entire northern States will be benefited from it. 
Q.Industry is the key to economic development. How is government 
aiding industrial development? 

A.Chief Minister: Himachal Pradesh is fast emerging as the most 
preferred destination for investment by the entrepreneurs. Big 
industrial houses have also shown keen interest to invest in the State. 
Projects having investment of about Rs.14, 000 crores have been 
approved during last two years. The State Government has 
formulated its own Industrial Policy which offers attractive package 
of incentives to the entrepreneurs to set up industrial units in the 
State. A 'Single Window Clearance and Monitoring Authority' has 
been set up under the Chairmanship of Chief Minister which ensure 
all clearances to the entrepreneurs for setting up of their industrial 


` CM of Himachal Pradesh 


units in the State in a time bound manner. Fiscal incentives are als 
being made available to the industrial units in the form of subsid 
tariff concession and deferments. Besides these incentives, tl 
Government of India has also given a special package of incentive 
to Himachal Pradesh which includes 100 percent exemption fro: 
payment of Central Excise Duty for a period of 10 years, 100 perce) 
Income Tax exemption for five years followed by 25 percent and 2 
percent exemption for individuals and companies respectively fi 
the next block of 5 years and a 15 percent Capital Investme: 
Subsidy on investment in plant and machinery subject to a ceiling ‹ 
Rs. 30 lacs. 

Q.Himachal Pradesh is uniquely geared for tourist activity. What æ 
the steps being taken to develop the nature tourism in the State? 
A.Chief Minister:Himachal Pradesh is indeed a paradise for tourist 
Lush green valleys, snow covered Himalayan ranges, a seren 
peaceful and hospitable environment and rich cultural heritage a 
some of the attractions which tourists hardly find elsewhere. A b 
boost has been given to develop tourism in the state. Himach 
Pradesh is emerging as a — ‘Destination for all Seasons and г 
Reasons. Lesser known areas important from a tourism point ‹ 
view are being developed by creating proper infrastructure ! 
facilitate the tourists. Adventure, Horticulture and Nature Tourism 
being encouraged in a big way. The existing three airstrips ‹ 
Shimla, Kullu and Kangra are being upgraded so that bigger plan 
can land on these. Government plans to introduce Heli-Taxi servic 
in the State to facilitate the tourists. Rail and road communication 
being strengthened. A New Tourism Policy is being formulate 
which envisages developing rural tourism in the State. 

Q.Please elaborate on the parameters governing the IT policy of tl 
State? 

A.Chief Minister:Himachal Pradesh is today's most preferr 
destination for industrial investment. A new era of knowledge base 
environmentally clean industries has now begun in the Stat 
Information Technology based ventures are coming up strongly 
the State. NASSCOM conducted a survey regarding the suitabili 
of 11 cities in India for software and services industries. It rat 
Himachal Pradesh very high in 9 out of 13 parameters. It project 
an annual turnover of Rs. 20,000 crores from Software, IT Enabk 
Services and Business Process Outsourcing by March 2010. Out: 
this, Rs. 14,000 crores is expected to come from exports. Sever 
packages of incentives have been announced both by the State : 
well as Central Government to promote IT activities in the State. A 
IT units and its related services have been given status of Indust 
and are entitled for all incentives which other industries are gettir 
in the State. 

Q. Where do you see Himachal Pradesh in the next 5 years? 
A.Chief Minister:-Himachal Pradesh will emerge as model : 
development in next five years with enough resources for furth 
development; the state will provide a lot of employment and sel 
employment opportunities to the people. Himachal Pradesh will al: 
be one of the prosperous States in the country as income-generatir 
sources available in the State will be properly harnessed. 
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ccelerated Power Development & Reform Programme (APDRP) 
rmulated by the government of India. Under this programme, funds are 
‘ing made available to the SEBs for strengthening and improvement of 
€ distribution system.. Schemes under the APDRP to the tune of Rs.322 
ores have been earmarked for all the 12 circles which is to be spent till 
e end of March 2006. This will improve system voltage level, reliability 
'supply and voltage regulation apart from reduction of transmission and 
stribution losses. 
imachal Pradesh has achieved 100 per cent electrification of all the 
nsus villages (1981 census) in 1988 during the earlier Congress rule. To 
thance customer services and satisfaction, a complete master plan has 
еп drawn up; computerisation of billing and options for the e-payment 
bills is on the anvil. The HPSEB plans to introduce a novel pilot project 
250 prepaid meters each in Shimla, Mandi and Dharamsala towns. 
reir performance will be reviewed for extending the pre-paid metering 
all the general consumers in the state. 
Ye state government has also decided to compensate the HPSEB to the 
ne of Rs.100 crores and provide electricity at subsidised rates to 
mestic and agricultural consumers after the HP Electricity Regulatory 
mmission approved a substantial increase in electricity tariff in 
cordance with the national tariff policy. 
wer projects are an import source of employment and the state 
vernment has stipulated that all power projects should give preference 
locals while employing skilled, non-skilled and non-executive staff. 
JURISM - 'A Destination for all Seasons and Reasons' 
X Destination for all Seasons and Reasons’ very aptly describes the 
arist paradise of Himachal Pradesh. Nestled in the Himalayas, the 
old's mightiest mountain ranges, Himachal is blessed with some of the 
251 spectacular and beautiful landscapes, it is a travellers paradise- 
ighty snow peaks, deep gorges, lush green valley, misty woods, fast 
wing rivers, enchanting lakes and flower filled meadows. While 
mmer was always the peak season, the state is now being promoted for 
roughout the year’ tourism. 
?is endowed with the entire basic requirement necessary for developing 
d maintaining tourism activities. Geographical and cultural diversity, an 
ractive environment, forests, lakes, the majestic Himalayas, rivers and 
eams, sacred shrines and historic monuments and a hospitable people. 
urism contributes nearly 2 per cent of the State domestic products. And 
th meticulous planning, it can be increased manifold. 
ong with scenic beauty, HP is endowed with historical relics like the 


Viceregal Lodge at Shimla, the 
Kalka-Simla railway, numerous 
forts, the Gaiety theatre and the 
Naldhera Golf Course which 
completes 100 years in 2005. While 
the main tourist circuits have always 
been fairly well known. Proper 
promotion of areas like Lahaul-Spiti 
and Kinnaur has brought them 
centre-stage. Other undiscovered and 
charming spots that one can visit to 
enjoy the splendour of nature include 
Manimahesh, Pangi valley, 
Tattapani, Gobind Sagar. Bir & 

Billing. These and such other areas are being identified, developed and 
then properly promoted. Concepts like village tourism are also expected 
to provide a closer glimpse of local cuisine, culture and crafts to the 
tourists. 

The state government has transformed its role into that of a facilitator so 
that it can promote sustainable tourism and also channelise greater 
participation by the private sector towards generating employment and 
providing new infrastructure. To this end, the government is divesting 
sites available with the Department of Tourism as well as loss making 
units to the private sector to develop infrastructure on а Build, Own, 
Operate and Transfer Basis (BOOT). Projects like resorts, ropeways, golf 
courses and parking projects are under consideration. Simplification of 
procedures and a Single-window clearance will help entrepreneurs save 
time and efforts 

The tourism department has also identified the Shimla. Kangra and 
Sirmour circuit for development and an amount of Rs.2! crores has been 
sanctioned for the development and improvement of basic facilities, 
signages, beautification, water and food kiosks and communication 
facilities. All the development has been envisaged without disturbing the 
existing ecology and environment. 

At a micro level, access to the state is being improved. The network of 
national and state level highways is being strengthened with proper 
amenities and signages of international standard. Apart from a proposal 
to set up an international airport at Sundernagar, plans are afoot to 
upgrade the existing airports at Jubbar Hatti, Bhuntar and Сарра! so there 
are more helitaxis to the state. 





PMC - Processing excellence. 
he Himachal Pradesh Horticultural Produce Marketing and 
Processing Corporation Ltd. popularly known as 'hpmc' was 
incorporated in June 1974 as a subsidiary of the Himachal 

adesh Agro Industries Corporation Ltd., with the objective of providing 

echanical, Packing/Grading, Marketing, Forwarding, Warehousing. 
stribution of Horticultural inputs, cold storages, and 
cessing facilities to the growers of the state. The 
этс' ceased to a subsidiary company of the HP 
зго Industries Corporation Ltd., in 1996-97 and 

s since then become a fully owned government 

mpany. In its more than three decades of 

istence, it has made significant strides in the field 
marketing, processing and the creation of an 
frastructural network within and outside the state. 








Over the years the Corporation has set up a vast infrastructural network 
in the fruit growing areas of Himachal Pradesh. These include 10 - 
mechanical grading/ packing houses with a capacity of 39, 000 МТ, 5 
cold storages of 1000 MT each, out of which 2 cold storages at Oddi and 
Patlikuhl have precooling facility. Various pre and post harvest activities 
are being carried out in these catchment areas in 5 regional offices in 
Shimla, Rohru, Kullu (Bhuntar), Kangra, Rampur which are assisted 
by 18 branch offices. There are 5 Regional offices 
outside the state at Delhi, Chandigarh, Mumbai, 
Chennai and Kolkata. 
Among other achievements are the development of 
a network of cold storage facilities at terminal 
markets of Delhi, Mumbai, Chernnai and Parwanu 
with total installed capacity of 11750МТ, and there 
are plans to extend this network to Bangaloree, 
Hyderabad and Kolkata. 
































_ ` Use index funds to soup up your portfolio without 
taking on more risk. MAHESH NAYAK 


HE TYPICAL EQUITY 

investor in India is a 

seasonal investor, who 

tends to rush into a bull 

matket and gets carried 

away with the good returns from 

diversified schemes," says Hemant 

Rustagi, CEO, Wiseinvest Advisors. 

This is a perfect description. And 

when the market gets volatile, like 

now, or when it slides, the retail 

investor, trapped without an exit 

route, pulls out of equity altogether, 

“Opting to go with small savings, 

debt instruments and other assured 
“return, low-risk avenues. 

Is there no middle path? For 

the conservative investor who would 


dike to start flirting with equity, 


there are index funds. However, 
this option has been largely out of 
favour with Indian investors. And 
for obvious reasons. Returns gen- 
erated by diversified funds have 
consistently beaten those by index 
fands. In the past year, diversified 
funds have given an average return 
of 49 per cent compared to 37 per 
cent by index funds. | 

Do those numbers tell the whole 
story? What’s not immediately 
obvious is that at 37 per cent 
returns, index. funds make an 


THE TOP FIVE 
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, Bank BeES retums 
over the past 
year 





excellent low-risk, low-cost, low- 
involvement equity variant. “1 advise 
conservative investors to start with 
index funds, learn to live with the 


volatility and then move on to other : 


options," says Gaurav Mashruw- 
allah, a certified financial planner. 
Investing as they do in the 
securities of the target index in the 
same weightage, the chief attrac- 
tion of index funds is that they are 
passively managed, because of which 
they are low-cost and have trans- 
parent portfolios. Says N. 
Sethuram, CIO, SBI Mutual Fund: 
“Index funds are purely for in- 
vestors who don't want to take any 
market call; for investors who be- 
lieve in passive fund management.” 
Why does passive management 


make sense? Because, as 
wallah says: “Active fu 
higher than the index, bu 
harder." So, while inat 
ket, you might want to hi 
wagon to diversified func 
same time, an index fund 


_the necessary hedge. 


That does not mean tl 
funds can form the bulk 
investment portfolio or repl 
equity altogether. Ideally 
advocate a 20 per cent ex] 
the index so that it com 
your investment portfolio. 
the most of index funds, 
match your options, going | 
plus funds as well, which 
cally index funds that have 
dom to invest a small pe 
outside the index. This m 
for a modicum of extra 
can add quite a kicker to t 
performance. For instan 
Index Fund-Sensex Р] 
returned 41 per cent in 
year compared to 37 per c 
the HDFC Index Fund-Sen 
Similarly, LICMF’s Index Fur 
Advantage Plan posted 36 
against 31 per cent fron 
Index Fund-Sensex Plan. 

The other option is « 





Absolute % tetums Зошсе: MutualFundsindia.com 








INDEX IN INDIA 


| N INDIA, WHERE THE MARKET IS NOT 
completely mature, diversified 
funds outperform the index at any 
given point of time," says Nilesh 
Shah, Chief Investment Officer, 
Prudential ICICI AMC. Why? 

First, it's a developing econ- 
omy, with small, emerging com- 
panies that post swift, aggressive 
returns, higher than the rest of the 
economy. This is reaped by active 
fund managers while the index has 
to stick to large-cap companies. 
Points out Sandesh Kirkire, CEO, 
Kotak Mutual Fund: "About 99 per 
cent of the market is technically 
mid-cap, while the index is pre- 
dominantly large-cap." 

Then, the state-run oil refining 
and marketing companies, which 
account for a large part of the index 
(by weightage) have been under- 
performing, leading to lower growth 
of the index. As the market 
matures, though, the index is likely 
to become much harder to beat. 





traded index funds. Says 
Mashruwallah: *Exchange traded 
funds have lower expense ratio 
than a regular index fund and per- 
form better than them." 

Take, for instance, the Banking 
Index Benchmark Exchange Traded 
Scheme (Bank BeES). This is an 
open-ended index fund listed on 
the NSE that tracks the CNX Bank 
Index. It is designed to give you 
returns that closely mirror the 
returns from all the stocks repre- 
sented by the CNX Bank Index. The 
Bank BeES has given a com- 
pounded annualised return of 54.6 
per cent over the past year. 

The full worth of index funds 
can be reaped best in a mature 
market. Till then, however, don’t 
ignore them; rather try to use them 
to give your portfolio a leg up with- 
. out adding to the risk. 





What Does Free Cover Really Mean? 


FREE RS 25-LAKH ACCIDENT COVER ON YOUR GOLD CARD, SAYS THE AD. DO YOU KNOW, 
though, that this only covers air accidents? For rail or road accidents, the cover 
gets considerably lower. And if you use your plastic sparingly, you might be 
in trouble when it's time to claim. Most banks insist the card must have been 
used a minimum number of times in the 90 days before the accident for you 
to claim benefits. And if you have any payment defaults or even a pending 
dispute on your bill, your claim will not be honoured. Multiple cardholders, 
though, can claim benefits from all their cards. 


ANAND ADHIKARI 


Who Wants To Stay A Millionaire? 


WINNERS ARE NEVER ABANDONED. IN AN 
innovative new personal finance 
show with a twist, CNBC-TV18 
has roped in winners of the popu- 
lar Kaun Banega Crorepati show to 
its studio, where a pane! of financial 
experts tells them how to invest 
their winnings. Called Kaun Rahega 
Crorepati, the show is hosted by 
Vivek Law, the channel’s Editor 
(Consumer Affairs). Mutual fund 
managers, insurance experts, bank- 
ing and personal loan officers find 
out the winner's investment portfolio 
and life goals, and then draw up a suitable financial plan. Says Law: 
"We tell them about tax breaks and cheap loans." The idea: take personal 
finance to the masses. 


Hot tips: Law (left) with KBC winner 
Mandroop Ramdeora 


VAISHNA ROY 
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TELECOM 


The Right Call 


Blazing growth is predicted for players 
in the still nascent telecom market. 


DECADE OF REVOLUTION HAS COME FULL 
Ac Thanks to the hike in foreign direct 

investment (FDI) limit to 74 per cent (from 
49 per cent) and industrial delicensing, telecom is 
among the most exciting sectors today. Low prices 
have seen cellphones reaching taxi drivers and 
panwallabs and yet penetration is only 8-9 per 
cent—an indication of the huge potential for 
growth. Says Gurunath Mudlapur, MD, Atherstone 
Institute of Research: “Growth will be immense for 
wireless telecom service providers." 

With just one in 10 people owning a phone 
and over 2.5 million users added each month, 
India is identified as a key market by global busi- 
ness. The government predicts 250 million tele- 
phones in India by December 2007, up from 
110 million, of which over 65 million are mobile 
phones. Says Ravi Menon, Director and Co-Head 
(Global Investment Banking), HSBC Securities: 
“About 53 per cent of India's population is less 
than 25; this audience's first acquisition is often a 
mobile. In that context, the government's target of 
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7 OStandalone results 
250 million phones looks very gettable." 
Getting there will require an investment to 
the tune of $20 billion (Rs 90,000 crore), which is — MAHANAGAR TELEPHONE NIGAM 


why the FDI hike becomes significant. Says Mudla- 
pur: “The FDI relaxation will help companies access 
much-needed funds for network expansion." 

The FDI hike will also see increased M&A action, 
according to a recent Citigroup report. Last quar- 
ter, the Essar Group bought a controlling stake in 
BPL Communications for over Rs 4,400 crore, and 
consolidation will continue. According to Citigroup, 
GSM operators like Spice and Aircel, and CDMA 
ones like Tata Teleservices remain potential targets. 
Companies like Tata Teleservices (Maharashtra) 
and Reliance Infocomm seem ideal candidates 
for attracting large investments, say experts. 

According to Mudlapur, stocks of Tata 
Teleservices (Maharashtra) and MTNL are good 
bets from an investment perspective. “There is 
very little downside risk in these stocks," he says. 
Citigroup has maintained a buy on Bharti Tele- 
Ventures, although indicating that the FDI limit hike 
will only have a neutral impact in the long term, as 
it will also increase competition. 

MAHESH NAYAK 
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The Gold Rush 


The housewife’s investing secret: The gold she 
bought five years ago has today returned 75 per cent. 


U DON’T HAVE TO WADE 
through a maze of equity 
research reports or try read- 


ing Y.V. Reddy’s lips for interest 
rate movements. Just talk to any 
Indian housewife for the hot 
investment tip. She'll tell you she's 
been buying gold for centuries 
now. And guess what, it makes 
perfect sense. 

Who better to validate this than 
the market-savvy private sector 
banks? The average Indian family 
has always bought gold as orna- 
ments or personal consumption 
items, but banks are now aggres- 
sively selling the yellow metal as a 
commodity in the shape of bars or 
coins in small units weighing 5 gm, 
8 gm, 10 gm and 50 gm. 

Although bankers refrain from 
making any future projections on 
returns, gold has been a fairly solid 
time-tested investment globally. If 
you take a five-year period, gold 
has given returns of over 75 per 
cent, based on reigning prices at 
around $467 (Rs 21,015) per 
ounce. Gold reached its 18-year 
high of $480.25 (Rs 21,611.25) 





j Indusind 
a festival discount. ICICI Bank 
тан яечні ie coke on eakoneet сн 
Even in non-ornament gold, you can go comparison shopping. 


per ounce in October this year, 
while in 1975 it traded at $175.80 
(Rs 1,442 then). “As an investor, 
you have to look at a long-term 
time horizon,” says Chitra Pandeya, 
Head (Liabilities), HDFC Bank. 

While icic! Bank launched its 
retail gold sales in early 2003, HDFC 
Bank, IndusInd Bank and the pub- 
lic sector Corporation Bank have 
joined the fray recently. While prices 
at all banks are based on the daily 
international bullion market, rates 
vary because of festival discounts 
or the cost of embossing images on 
the gold coins (see table). 

“Gold fits well in your portfolio 
diversification strategy. You should 
park at least 25 per cent of your 
surplus funds in gold,” says Moses 
Harding, Executive Vice-President 
at IndusInd Bank. For the risk- 
averse investor, equity is out of 
bounds, although the high-risk, 
high-reward avenue topped the re- 
turns list, with the Bombay Stock 
Exchange recording a 100 per cent 
jump since 2001. In contrast, the 
safe haven of the debt market is in a 
sad shape, given falling G-sec 


GOLD PRICE 
MOVEMENT 





Mm йок. 





(government securities) prices. Bank 
deposits are lacklustre—interest 
rates are 5-6 per cent per annum in 
the over one-year category, which 
doesn’t even cover inflation hov- 
ering at 4.5 per cent. 

Gold has proved to be both a 
good hedge against inflation and 
has given adequate returns, which is 
why it is gaining ground as an 
investment tool. India is the largest 
consumer of gold and now joins 
Japan, Vietnam and Turkey as the 
strongest markets for gold coins 
and bars. In fact, globally, gold 
backed exchange traded funds 
(ETFs), sold like mutual fund 
schemes, are popular among retail 
investors and the Indian govern- 
ment too has expressed interest in 
launching gold ETFs here. 

For investors, that’s good news 
because liquidity is a major con- 
cern. Banks don’t buy back coins or 
bars from customers, and though 
jewellers are always ready to buy 
back gold, you lose out on the price. 
Once the Reserve Bank of India 
relaxes the norms that currently 
prohibit banks from buying gold 
from the public, selling will get easier 
for investors. One word of caution 
for investors though: wait a while. 
Gold is overheated, and with prices 
ruling at an all-time high, this is not 
the right time to buy gold. 

ANAND ADHIKARI 
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PEER GROUP AVERAGE 5.49 
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Figures are annualised returns in per cent 
All figures are for month ended Oct. 31, 2005 
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Value-picker's Corner 


Consolidating Gains 


BSE closing prices (in Rs) Daily market cap on BSE 
Ый: (їп Rs crore) 
- 284.35 180- 175.16 
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MAXWELL INDUSTRIES; PRICE: RS 125.85 

QUICK, WHO OWNS AND MARKETS INNERWEAR BRANDS LIKE VIP AND 


Rivolta? Answer: Maxwell Industries. With a corporate 
restructuring on the cards, this stock—trading at a P-E 














multiple of 24—looks pretty good. Maxwell also owns 
Microtex India and Lovable Lingerie, and the board has 
decided in principle to consolidate all group businesses into 
Maxwell. This will double revenues. Sales grew from 
Rs 158.55 crore in 2003-04 to Rs 180 crore in 2004-05, 
with net profits growing from Rs 0.55 crore to Rs 1.88 
crore. The dismantling of quotas and a sharper export 
focus is also expected to strengthen fundamentals. Analysts 
advise a buy-and-hold approach for the long term. 
SAHAD P.V. 





| Trend-spotling 
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` What's Climbing? $40 mE 
400- Debit card purchase volumes. 
300- 


200- 
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Q- ion 
Includes MasterCard and Visa International debit cards 


VISA JUST RELEASED ITS PERFORMANCE FIGURES, SHOWING AN 
impressive 38 per cent and 45 per cent growth rate in credit 
and debit cards, respectively, but it's still all uphill for card 
companies. A Visa-NCAER report shows that while total 
transaction volumes were about $23 billion (Rs 1,03,500 
crore) іп 2004, almost 80 per cent of this is from АТМ cash 
withdrawals. The total spend on a payment card is still less 
than 1 per cent of the country’s PCE (personal consumption 
expenditure). Clearly, the comfort level with credit is still very 
low in India. Says V. Vaidyanathan, Sr GM (Retail Banking), 
ICICI Bank: "The real challenge is to get the customer to use 
the card in the first place. Most customers are still un- 
comfortable with the ‘borrowed’ status." m 

KRISHNA GOPALAN 








GOA INSTITUTE OF MANAGEMENT 
Developing Competence, Building Commitment 





Invite Nominations/Applications for the position of 
PRINCIPAL | 


Goa Institute of Management (GIM) is a premier institution for management education and 
research in India. In a short span of 10 years, GIM has made a place for itself amongst the toj 
twenty B-schools in the country. The Institute is fully networked, has linkages with European 
Universities, has a very well-equipped library, and subscribes to an impressive collection of | 
electronic databases. 

We are a multi-activity institute involved in postgraduate teaching, research, training of industry 
and government executives, and consulting | 
The Principal will be responsible for the successful operation of all academic and connected | 
administration aspects of the Institute and will report to the Board. 

He/She should have a First class Master's degree in Management and PhD in a related field from 
a reputed Institute/ University. The person should be an eminent academician with 15 years 
experience in academia of which at least 10 years should have been as Professor 

Emoluments and perks are comparable with that of leading B-schools in India. 

Please send in your application along with a detailed CV in confidence within 15 days to: 


The Search Committee, Goa Institute of Management, 
Ribandar, Goa 403006. 

















Code No. NE 05023 Code No. NE 05069 
CD MRP. Rs. 325/. СО MRP Ra. 325/- 


Also available all-time bestsellers 
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TRADITIONAL SECTOR ENGINEERING JOBS 


IT Is Shop Floors’ Nemesis 


With the lure of IT and management jobs hard to beat, old economy companies are 
finding it tough to attract young engineers. ARCHNA SHUKLA 


HESE ARE THE BEST AND THE 
| worst of times for old econ- 
omy companies in sectors 
such as auto, power, cement and 
heavy machinery. Even though their 
order books are bursting at the 
seams, what with the economy on a 
roll, an acute manpower crisis is 
staring these companies in the face. 
“We have faced a huge talent 
crunch in the last couple of years be- 
cause of the aggression unleashed by 
IT companies," says R. Seshasayee, 
MD, Ashok Leyland. 
The success of the rr industry, 


mainly software offshoring, and its 
seemingly insatiable need for eng- 
ineers, is having an adverse impact 
on all other industry sectors. A rec- 
ent ACNielsen Campus Track of 
engineering colleges across the coun- 
try shows a marked preference 
among fresh graduates, almost two- 
thirds, for software and IT consul- 
tancy jobs. And it helps that rr com- 
panies, that earn huge margins, up- 
wards of 20 per cent, can afford 
to out-pay most others at engi- 
neering campuses. "This is creat- 
ing a demand-supply imbalance for 


Early Bird: ABB has recruited 100 engineers this year 
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traditional employers," says G. 
Raghurama, Dean, Admission and 
Placement, Birla Institute of Tech- 
nology and Science (BITS), Pilani. In 
the last four years, almost 70 per 
cent of BITS pass-outs, and there are 
around 400 every year, have joined 
IT companies. 


Competition For Quality 
People 

But isn't it strange that in a country 
with over 1,346 All India Council 
For Technical Education (AICTE) ap- 
proved engineering colleges, which 





.. Traditional companies are getting a headstart бу — 





churn out over 350,000 engineering 
graduates every year, there seems to 
be a dearth of talent? The fact is just 
about 100 of these, mostly irrs and 
regional engineering colleges, are 
considered creditable by employ- 
ers, and of all the pass-outs, just 
about a fifth qualify as employable 
engineering talent. Obviously, top 
companies, domestic as well as 
multinational, across sectors battle 
among themselves to select from 
this bunch. And big manufacturing 
companies such as ABB and Larsen 
& Toubro (L&T), which are unwill- 
ing to compromise on their induc- 
tion standards, are forced to scrape 
the bottom of the barrel. 

Huge competition from IT apart, 
there is another challenge that the 
traditional engineering companies 
have to contend with. “Most engi- 
neers these days opt for an MBA and 
hence, move out for management 
careers,” says Shiv Agrawal, CEO, 
ABC Consultants. Industry estimates 
suggest that over 50 per cent of all 
Indian Institute of Management stu- 
dents (and there are a good 1,500 of 
them who pass out of the six IIMs 
every year) are engineers, who 
eschew traditional shop-floor engi- 
neering jobs in favour of sales, mar- 
keting or finance ones. 


Innovate, Hard Sell To Survive 
The old economy players, though, 
are not taking it lying down, and are 
devising new ways to stay relevant 
in the job market. They are combing 
campuses much before rr companies 
come calling, paying higher salaries, 
building performance-led incentives 
even for entry-level engineer trainees 
and generally flexing their solid, 
old economy brand credentials to 
woo potential recruits. 

“We recently launched an in- 
novative e-Campus recruitment pro- 
gramme, wherein we held pre-place- 
ment talks via video conferencing in 
40 colleges, followed by an on-line 





Ashok Leyland's Seshasayee (above) 
and ABB's Rajiv: Beating IT majors in 
the recruitment game 





web-based test,” says P.C. Rajiv, 
Head, Human Resources, ABB India, 
on the company’s new idea of beat- 
ing IT majors by going to top col- 
leges much before the recruitment 
season kicks in. “Along with the 
salaries, we now offer our 
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prospective employees perform- 
ance-based incentives and other 
monetary benefits,” says Seshasayee. 
Salary bills at manufacturing com- 
panies are up 20 per cent to 25 per 
cent in the last two years. 

But what's heartening for some 
of these companies is that all the 
hard sell seems to be working. 
Mohan Kumar N., an electrical en 
gineer from R.V. College of 
Engineering, Bangalore, is a case 
in point. He chose to work with 
ABB, despite an offer from Wipro. 
"This job is up my street. At the 
early stage of my career, I need ex- 
posure to the best electrical and 
electronics practices," says Shiba 
Anand, an electrical electronics en 
gineer from MIT Manipal, who 
joined ABB in June 2005. Thanks to 
being the early bird, ABB managed 
to recruit 100 students this year, 
double its last year's count, from 
the 750-odd candidates that rook 
its online tests. 

"Students are increasingly real- 
ising the importance of choosing a 
career in core engineering organi 
sations because it gives them an 
opportunity to polish and build on 
their domain expertise," 
spokesperson for L&T. *Last year, a 
lot of our students joined companies 
like Maruti, L&T, Tata Motors and 
Tata Steel, despite having many 
other offers. Many engineers are 
now choosing to uphold the pride 
of their vocation, rather than go 
for a coding job, which could be 
repetitive and hence, boring," says 
Professor Gautam Sinha, in charge 
of training and placement at IIT, 
Kharagpur. There is a kernel of 
truth in what he says, or how else 
would companies such as Hindustan 
Lever, ITC, Tata Motors, L&T and 
Ashok Leyland manage to attract 
a higher number of students this 
year than the previous years, even as 
the rr bandwagon shows no signs of 
slowing down? 


says a 


. recruiting at campuses ahead of the IT firms 
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COUNSELLING 





| have been working as a network administrator for the 
past 10 years. | am 35, have never upgraded my skills 
and am unable to make a career transition as the technology 
| use is outdated. Would you advise that | go for short-term 
certification courses or should | do a full-time two-year 
course in Computer Science? 

I would advise you to do a short-term course as what 
you are looking for is upgrading your skills. Before you 
opt for a course, take into consideration what your 
strengths and core interests are and also the kind of 
technical job you want to do. Specialise in one partic- 
ular area rather than trying your hands at all kinds of 
courses. It would be also advisable to get a job in a com- 
pany that uses the latest technology. That way you will 
be able to hone your skills and at the same time get rel- 
evant experience. In a field where technology changes 
so rapidly, you have to keep abreast of latest develop- 
ments. Otherwise, you will be stuck in a dead-end 
job, like your present one. As you update your skills and 
become stronger in your field, you can always think of 
going for an advanced course. 


1 have done my graduation in English and followed it up with 
a post-graduate diploma in mass communication from IIMC, 
Delhi. | am working as a copywriter with an advertising agency 
for the past two years. However, | am interested in pursuing 
a career in brand management. As | have no relevant 
experience in this field, how do | get a job in the industry? Are 
there any courses that one can do? 

Given that you do not have the requisite qualifica- 
tions or experience, you should try working in a pub- 
lic relations or communications agency. More specifi- 
cally, you could try working in the client servicing 
area of an advertising firm, where you will be directly 
interacting with the client, devising marketing strategies 
and will also be involved in brand strategy, that is, 
advertising and promotion activities pertaining to the 
product. However, you should bear in mind that the 
competition you face is from marketing graduates 
who aspire for these jobs as well. If you have the 
inclination, then I would suggest that you think about 
pursuing an MBA course. 





HELE 
TARUN! 


1 am pursuing B. Pharmacy (final year) from Pune University. 
After graduation, | would like to do a post-graduate diploma 
in pharmaceutical management from reputed institutes like 
Narsee Monjee Institute of Management Studies or SIES 
College of Management Studies, Mumbai. | would like to 
know about my career options thereafter. Also, can | make 
it to the clinical trial industry with my background? 

With Indian pharma majors like Ranbaxy and Dr 
Reddy's carving a name for themselves in the global 
market, the sector offers tremendous opportunity for 
growth. The salaries are also good, though it may 
vary according to the size of the company. After your 
post graduation, the avenues open to you are joining the 
marketing team of a pharmaceutical firm or a pharma 
research company. There is a dearth of good profes- 
sionals in this segment and prospects for career growth 
are immense. As for clinical trial companies, they may 
be part of larger pharma firms, or may consist of 
smaller firms that do outsourced work. So, your job pro- 
file will be significantly different here. It's up to you 
which route you want to take. 


1 am a 24-year-old science graduate working with a leading 
pharmaceutical company for the last one year as a medical 
representative. However, | want to make a switch to the 
FMCG sector and work with top companies. Please advise if 
this is the right time to pursue an MBA, or if | should work for 
two to three years to get a managerial position with my pres- 
ent employer, and then do an MBA. 

I would advise you to go for an MBA instead of working 
for some more years to get a managerial position. 
The extra years you put in without an MBA will not be 
in any way equivalent to the years you put in after you 
get an MBA. Also, given that you want to move from the 
pharmaceutical industry to the FMCG sector, your cur- 
rent work experience is not going to count for much 
once you complete your management studies and join 
the job market. Keeping your long-term career prospects 
in mind, apply to good institutes like the пмѕ and 
XLRI for an MBA course. Your work experience will def- 
initely help you when you sit for CAT and go for group 
discussions and interviews. 


Answers to your career concerns are contributed by Tarun Sheth (Senior Consultant) and Shilpa Sheth (Managing Partner, US practice) of HR firm, 
Shilputsi Consultants. Write to Help, Tarun! c/o Business Today, Videocon Tower, Fifth Floor, E-1, Jhandewalan Extn., New Delhi—1 10055. 
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As Real As 
You Hear 


Company counsellors may have news for you. 


OW COMPANIES APPOINTING CAREER MANAGERS OR 

career counsellors is par for the course in the П 
and tres industry. However, most employees tend to 
treat counsellors lightly, much like a feel-good HR ini- 
tiative, more fun than any real means of taking help to 
plan their careers. That may be a big mistake. 

For, increasingly organisations like Accenture 
and Sapient, though keeping such counselling rela- 
tionships informal, are documenting the feedback. And 
more often than not, what the counsellor is telling a 
disgruntled or over-ambitious employee is more the 
voice of the organisation rather than friendly chit-chat. 
“When an individual hits a wall, the counsellor helps 
them find a widow," says Binoo Wadhwa, Director 
(People Strategy), Sapient Corporation. 

“And in cases where an employee's perform- 
ance is below par or there are some unrealistic 
expectations, the counsellor may suggest outside 
opportunities," says Rahul Varma, India HR Director, 
Accenture. And in Accenture's open-documented 
sessions, a ‘good-to-be-eased-out’ employee is even 
helped in finding another job and hand-held during 
this transition by the counsellor. 

AMANPREET SINGH 


Talking heads: What an employee says is documented 





VIVAN МЕНКА 


Procurement Jobs 
For Engineers... 


...As global manufacturers scour for components. 





Good times: Engineers will be much in demand 


E YOU ARE A MID-CAREER ENGINEER WITH EXPERIENCE IN 
procurement and supply chain management, get 
ready for a big-ticket career. “There is going to be a 
boom for professionals in the procurement and lo- 
gistics sector focussed on engineering,” says Chetan 
Khurana, a headhunter with Gilbert Tweed. 

With the country becoming globally competitive in 
terms of sourcing components for sectors such as au- 
tomotive and aerospace, several new global procurement 
companies are expected to set up shop here. “We 
work on procurement and delivery of components 
for our clients anywhere in the world,” says Rushen 
Singh Chahal, vr of us-based Corbus India, one such 
sourcing-to-delivery company. Engineers with three-four 
years experience in purchasing, quality, research or even 
production, are being hired for anything from Rs 3 lakh 
to Rs 7 lakh. "Though we hire across many disci- 
plines, we need to train them for around four months 
to orient them to our needs and practices." 

Recently, a motley group of over 40 procurement 
heads from top-notch European companies visited 
India for a preliminary, first-hand feel of the potential 
to source components from India. “Amongst the 20 odd 
that we met, India was being compared favourably 
vis-à-vis China," says Chahal. 

KUMARKAUSHALAM 





VMHUN NVAIA 
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Twice as large. 


Monsterindia gets 1 1 1% more unique 
risitors than its nearest competition. 






monster.com 


India's No.1 jobsite 
comScore Media Metrix July 2005 





Over 1 50.000 


ob opportunities. 6000 companies 




















Com Creation Technologies Pvt. Tad 
УР - Software Development, ©- 
Bangalore, 10 to 15 Years, 36051063 
Provide development direction, project 
- management and must have managed à team of 
atleast. 50. Must be able to hire, retain and 
mentor Software, Engineers and Project 


Managers. 


Dev Solutions, Director - Wireless 

Software Technologies, Dethi, 10 to 15 

Years, 34327984 

BE CS/EE with experience of айзат 

development in Wireless 
;, Telécom/Networking. Responsible for 
developing ateam of software developers. 


"expansion of. the 
"review the business 


Dignity Lifestyle Trust, Head - 
Dignity Lifestyle Township, Mumbai, 

10 to 15 Years, 36159858 

Responsible. for care of senior citizens, hdr 

e Wellbeing, fulfillment & satisfaction; develop 
and manage several activities for residents; © 
motivation of senior citizens on a continued ^ 
basis tobe part of ‘Active Living’ progra : 


ELGIVA Business solutions Pvt 
Director-Audit, Bangalore, 12 to 1 

Years, 34842916 

Candidate must be, CA, CPA and i 
qualified. Manage the entire audit function f 1 
the firm, should be a team pow ad an na ei 
leader. m SUAVE 


FCS Software. Solutions, Vice 
President - Sales, Noida, 10 to I 
Years, 36108630 po 
Sales team. [о training. and day 


кшш Pune) 10 to 12 Years, 3 3 
The ideal candidate will bea dyna 
leader and: “manager, able to simult 
any work as'an executive, a strategist, an arc 
s project and department manag 
individual contributor. T | 
customer - 





Get headhunted | | 
by the top employers. ($) monster.com 


Monster.com is India's No. 1 jobsite. Post your resume for India’s No.1 jobsite. 
free and get noticed hy India's top employers. x i 
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‘ead in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 














One click makes 
vid рате 
consultants work. | | 
troducing Monster ExpressResume. It allows you to send your resume monster.com 
to 1200 placement consultants across the country in one go. India's No.1 jobsite. 


To subscribe to ExpressResume, SMS ‘ER BT' to 3636 


monster.com 









. Get headhunted | 
by the top employers. ©) monster.com 


Monster.com is India's No. 1 jobsite. Post your resume for India's No.1 jobsite. ' 
free and get noticed by India's top employers. 


monster.co! 
































Hhunihenwale Vanaspati Ltd., Manager 

Finance, Varanasi, 3 - 5 years, | 
35800724 
Experience with mid corporate in foreign | 

| with multi currency exposure, well | 
ТЕМА, RBI rules, PEDAL and indep 
aw for currency operation, future 
ee in: molti currency.- bank § 













Kelly : rvices India Pvt. ‘Lid, Seit 
‚ Finance Positions, Mumbai, 5-7 years, 
35941835 . 

Monitori ig of account balances, collectionis, 
econciliation and. creditor 
f implementation of monthly cut- 
off: and. closing procedures for the business, 
includes. documented cutoff? 8 creditor 






s Manager = E 
,6-8yeam, | — 


ting services and reporting, безе 
ent, internal control.& compliance, C. 
th: audir tax advisors on related 





‘banking, ha 
en with the bank and other Dus 
requirement, ete. 


Mf pA Pyt: PA Берне *d 
Fin B 2 years, 


arities . Limited, Executive- 
New. Delhi, 1 - 2 years, 









ation and general accounting 
а “should have uptol year of 
_ Accounting, He/she should: be 
rely smart and should have good 
unication skills. 


nfrastructure Pvt. Ltd., Officer 
unts, Mumbai, 6 - 7 years, 


Coordinar: financial activities of employees in 
various, departments at Head Office and 
project-sites by maintaining and ensuring the 
timeliness and, accuracy of computerized 
financial / accounting records, etc. 














Modiconnect Pvt. Ltd., Finance 
Manager, New Delhi, 8 - 10 years, 
35941865 | 

Responsible for finance, project finance; long / 
short term loans, co-ordinate with banks ‘and 
financial i institutions forarranging loans. Person 
should have strong leadership and managerial 


Responsible for m 
finance & accou 





sible for maintenance of accounts, 
ith parties for bills and payments, 
ind management of Creditors, income 
5 calculations, deposits and. filing of 











lutions India Pvt. Ltd., 
counts Professionals, 

-2 years, 35947609 

tes. should have experience in 
& finance processes such as 
n poss (A/R; АР, G/L), report 
"credit and tisk analysis, 
ons taxation, audit, etc. 
























You are as good 
as your resume. 


Introducing Monster RightResume. Now get your resume crafted 
hy a professional resume writer and give it the winning edge. 


qualities.’ 


Nitco«tiles, Asst. Manager- Accounts, 
Mumbai, 5 - 6 years, 35884316 
Corporate accounts & corpofate MIS, 
corporate finance activities including bank 
finance, working capital management, 
investment analysis and investment proposals, 
creditand risk management, etc, 


To subscribe to adis SMS 'RR BT' to 3636 





A monster.co 








n" TO APPLY FOR THE 


.Logonto www.monster.com 
|2. Click on “Search Jobs" link 
3. Type the job ID number in the 
"Keyword Search" field 
4. Click the “Search Jobs" button 















India's No.1 jobsite, ! 


is where the excitement is. 


We are the ‘world's largest search engine. And 
we're. looking. for an. Online Sales and 
' Operations Manager to take charge ofthe high- 
performing. teams in our Hyderabad sales and 
operations center. | | 

You will play a pivotal role in developing and 
implementing best practices for client interaction - 
and client service for. AdWords - our online 
advertising program - and other revenue 
generating Google products. You will need 
outstanding decision-making . and strategy 
development skills, extraordinary judgment and 
flexibility. 

Requirements: | 

Degree from a globally top-ranked university. Ап 
MBA trom a premier B-School will have an edge. 
5-9 years of experience. in sales, operations or 
client service. in. an American or European 
multinational company. ` 

Above average. written and spoken English and 
strong computer application skills. 

Visit http:/Avww.google.co.in/jobs/positions- 
Біт ам mgr for more. information: оп the 
position and to apply online, 
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automotive systems 











Women achievers who write their own 
success stories have... 


Desire to earn a name 


Spirit for competition 


Inspiring employer. . . 


.. Anand. India's front-line manufacturer of automotive components and systems. 


For two years consecutively, it has 
been rated among the top 25 'Great 
Places to Work' in India. 


And what drives Anand is the 


commitment to nurturing its people. 


Education and development are an 
integral part of the group culture 
and its people are provided various 
opportunities, including exposure to 
international practices through 
secondments to its global partners 
besides world-class knowledge and skills 
at its corporate university, Anand-U. 


Upasna Khazanchi - Manager (HR), 
Anand Automotive Systems, an MBA 
in HR, says, "Anand is a mentor 
to me. It nurtures, guides and 
helps me hone my skills to face 
new challenges. Anand values every 
individual and provides ап 
environment of freedom, respect 
and opportunities." 

We require: 

Women professionals in HR for our 
locations іп Pune, Nashik, Chennai, 
Hosur, Gurgaon and Parwanoo. 


Job Profile: 
Will be responsible for all HR activities 
at compony/plant level. 
Eligibility: 
You should have an MBA/PGDBM with 
specialisation in HR / PGDIR / MSW and 
be below 35 years of age with at leost 
5-year work experience. 
Please forward your CV along with a 
photograph within 15 days to: 
Geeta Nanda, Executive Assistant to the 
Chairman at: 

п india.com 
For more on Anand, visit: 


www.anandgroupindia.com 


> Sales Rs.20 billion > 17 companies > 6,000 employees > 10 JV partners > Il TLs > 37 plants in 8 states 





Upasna Khazanch Manager - HR 


Immediate and great opportunity to realize your passion and dreams! in trend 
setting, bench marking, innovative Cement manufacturing and power generation 
n enterprises. it | d 
Ve | veut prosperi oriented dio organization with an expected 


“Human: resource is Consideres to be a valuable asset for us, and we » offer iib 
, enti ichment & enhancement opportunities at all levels. Our Vision and Work 
. Culture is geared to empower our teams to keep our people fully engaged. 


we are looking for proven talents of diverse fields which will innovate fortomorrow, 


and be the face of the company. Right environment with latest infrastructure, 
matched by knowledge and acumen of our professionals, make the future look 
promising. 


“. For our major growth programmes, we need professionals at Senior, Middle & Junior 
levels for Operation & Project Management of Cement & Power Plants: 


> Process, Mechanical, Electrical, Instrument, Mines, Quality Control, R&D, 
Commercial, Power, Projects, Information Technology, HRD & Marketing. — 


‘High calibre young professionals would also be preferred for senior positions with 
attractive compensation packages. ; 


| For more details please visit ourwebsite www. shroccainentta: com and apply online. 


| SHREE CEMENT LIMITED 
х BANGUR NAGAR, POST BOX NO.-33, BEAWAR-305 901, RAJASTHAN 
Balb career@shreecementi.o сот 





bg ister, 


Role-players all: | 


Ragnarok Redux 


In which Kushan Mitra and his alter ego Grey Drako get acquainted first- 
hand with India's first Massively Multi-player Online Role Playing Game. 





JESDAY, N EN . 8, game, in other words, but more than a gan 
Nariman Point, Mumbai shall soon see, Constant Reader) called Ragnar 
And although the term is widely used in Mike Mi 
| ОМТЕКА, ‘Hellboy comics, it actually comes from Norse туй 
Rune Midgard is, as the phonetics strangely enough seem to suge 


the day of reckoning) and Grey Drako (act 
REY DRAKO EXPLORES THE WILDERNESS OF PONTERA — Grey Drako) is this writer's online avatar. 
in Rune Midgard carefully. He is looking for Ragnarok is one of the world’s most poy 
friends and allies, or people who would like to Massively Multiplayer Online Role Playing í 
hire him for his skills. He may just be a novice, but he (MMORPGS). It is a Korean game (at least, the соту 
is training to be an assassin and that counts for some- that started it off, Gravity Games is Korea: 
thing in this world. Still, with no Zenys to his played by a few million people in some 20 cou 
name, he knows he had better find someone or across the world. Like in other MMORPGs, р! 
something soon, even if it is some hapless dedicate a few hours of their lives every da 
individual he can steal from. Ragnarok, so we are speaking about some seri 
Now, Business Today hasn't diversified manpower here. The game has been arou 
into the science fiction and fantasy (SFF) India for a year, having been launch: 
genre, although the business models of Level-Up India, the Indian arm of a Philipp 
some companies that we do not write about À based games publisher, and, accordi: 
would be a good source of inspiration ~Venkat Mallik, the company's Mana 
should it decide to do so. Rune Midgard is Director, already boasts a few thousand play 
the setting for an online fantasy quest (a RPGs (Role-Playing Games) or MMOR 
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a global phenomenon. 
Unlike computer or console 
` games where the maximum 
number of players is 
restricted to eight, these can: 
accommodate. thousands; 
even millions of players, 
playing together, collabo- 
rating sometimes, compet- 
ing against each other at 
«times: They are not as vio- 
. lent as multi-player shooters 
- and do not have as much 
sexual content (they do have . 
.. some) as some stand alone console games, and 
each player has an online avatar, with some 
`. pre-defined powers. MMORPGs are the craze in 
some markets. In Korea, for instance, an 
‘estimated 10 million people, a fifth of the 
< country's population, play them everyday, 
ı half of this number playing Lineage: The : 
Blood Pledge, the world's most successful 
MMORPG. And in China, internet penetration | 
> has been driven by a home-grown role-play- 
ing game, The World of Warcraft, which has 
some 3.5 million players. 

The world over, role-playing games make their 
money from subscriptions that range from $7-20 
(Rs 315-900) a month. Ragnarok India (www.rag- 
narok.co.in) is free right now, but Mallik says, “We will 
eventually have to go paid; while we are prepared to 
take a hit in numbers we are sure that the game will 
continue to attract players (even after that)." 

All this time, Drako has been progressing through 
Midgard; he is now in Geffen (classified netherland), 
and is heading for a marketplace, but this writer has to 
know just who plays Ragnarok and why, so he heads off 
to a Reliance WebWorld in Bandra. 





























WEDNESDAY, NOVEMBER 9, 2005 
Reliance WebWorld, Bandra, Mumbai 
VERY WEDNESDAY AND SATURDAY, BETWEEN SIX 
Е eight (p. m.) we have something called a 
castle siege,” says Mallik. That’s when guilds, 
essentially teams of players who have ‘captured’ castles, 
defend them against attacks from other guilds that 
try to capture them. | 
The cybercafé is full of 10 to 18-year olds, all part 
of a guild calling itself DeathRow (15 of the 20 ter- 
minals at the café have been taken over by the guild). An 
employee of the café claims that some of these kids are 
regulars, there at anytime between 10.00 a.m. and 
8.00 p.m., the café’s working hours, and playing the 
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Virtual reality: Level-Up India’s Mallik hopes to go pay successfully 










APHS BY SOUMIK КАК 7 







game. It’s worse in WebWorlds in Pune, he 
adds. “There, the entire store is taken over by 
these Ragnarok guys all day." 

The café is noisy: super-charged adoles- 
cents are hollering out instructions, all the 
while typing madly (all RPGs require players 

to type instructions on how their characters 
should respond). 

“Do your parents know you are here?” I 
ask a random sub-teen. 

i “Are you mad?” he shoots back. "They'll 
kill me if they know I am here.” 

“How much do you spend at the cybercafé?” 

“Me, Pm not that regular, I spend around Rs 1,000 
a month (the café charges 50-90 paise a minute for high- 
speed internet access for gaming); but that’s not as 
much as he (points to a 10-year-old sitting before 
another terminal and lost, for all practical purposes, in 
Rune Midgard) does; he spends Rs 3,000 a month.” 

“So, why don’t you play this from home?” 

“Most of us have only dial-up connec- 
tions; then, there are parents; damn it, the 
TCs are attacking...” 

And he goes back to a world where 
a guild called the ThunderCats (ТС) is at- 
tacking a castle controlled by DeathRow. 

Level-Up has alliances with Reliance 
WebWorld and Sify iWay and the game 
is pre-installed on most machines at these 
cafés, allowing players to simply log-on to 
the fantasy world. Mallik claims some of 
the players are older and that around 30 per 
cent are women. He adds that most players do not 
have great inter-personal skills in the real world and use 
their online avatars to make friends and build rela- 
tionships, one reason why he thinks the marriage 
patch, Level-Up will soon introduce in Ragnarok (It 
will, he says “help people have virtual relationships”.) 
will be a hit. Hey, maybe Drako can get lucky at least 
in the virtual world. Ш : 






bt bookend 


Wall Street And America 


Don’t mistake Wall Street for just a stock market. It’s 
where, says a new book, America lives and dies every day. 


R. SRIDHARAN 


WALL STREET OU CAN LOVE THE STOCK MARKETS OR YOU CAN 

ү hate the stock markets. Ignore them, you can’t. It 
By Steve Fraser doesn’t matter who you are: A businessman, a 
ipn Faber housewife, a salary man, or a politician. Everyone’s 
Price: Rs 770 life, one way or another, is inevitably pulled by the 


mysterious money machine that often spins chaotically, 
but always relentlessly, Play it right, undreamt of riches 
» could be yours; misread it, the result can 
be fatal. In India—home to Asia’s 
oldest stock exchange, the Bombay 
Stock Exchange, founded in 1875 
under a banyan tree—the stock 
market culture is barely two 
decades old. But the extent to 
which it has become a part of our 
everyday lives, is all too apparent. 
Sale of everything from capital 
goods to something as mundane as 
a grilled sandwich at a restaurant, is 
directly linked to the stock mar- 
ket’s performance. 

Unfortunately, nobody as yet 
has documented how India’s grow- 
ing obsession with its financial mar- 
kets has impacted the psyche of the 
nation. But if what they say about 
history repeating itself is true, then 
India’s capitalist future may have 
been foretold in Steve Fraser’s Wall 
Street: A Cultural History. A former 
teaching fellow at Princeton, Fraser delivers a truly 

unique account of the world’s most powerful stock market. His ac- 
count is at once a chronicle of Wall Street’s tumultuous history 
and a soul-baring of American capitalism. 

In this delightfully engaging work, you’ll encounter a variety of 
characters (ranging from a small-time “confidence man, William 
Thompson, to the legendary financier J.P. Morgan), a multitude of 
situations (the railroad boom and its impact on Wall Street to the 
bombing of the House of Morgan), and many pieces from contemporary 
Street history, including the dotcom boom and the Enron and WorldCom 
scandals. When Fraser writes, “Even in the teeth of the most stunning Wall 
Street frauds since the crash of ‘29, people remain enamoured”, it is 
impossible to miss the truth it holds about the emerging Indian situation. 
Scams have been as old as the stock markets themselves, but every 
morning when the stock trader gets up to go to work, he thinks of prof- 
its, not losses. It is this irresistible promise that fuels the relentless 
money machine, be it on Wall Street or Dalal Street. Ш 









( Lessons from me 
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DOING BUSINES Coo 





CHINESE PUZZLE 


ONE BILLION CUSTOMERS 


By James McGregor 
Nicholas Brealey Publishing 


PP: 301 
Price: Rs 800 


IVEN THE TITLE OF THE BOOK, ОМ 

Billion Customers, James 
McGregor may well be writing 
about India and not China 
McGregor, a former China bureau 
chief for the Wall Street Journal 
and now a prosperous busines 
sman in China, points out how 
nothing—honesty, truth, contrac 
tual obligations, partnerships and 
moral principles—is absolute or 
what it seems in China. “Forget 
face, get the facts,” he advise 
readers as part of his do's and 
don'ts of negotiating in the соп 
plex, contradictory and often trea 
cherous market of China. And 
McGregor illustrates all this throug) 
examples, borrowing from his own 
experience of living for more than 
20 years in China, first as a joum 
alist and now as a business cor 
sultant. In that sense, the book 
meant for anyone with interest or 
stake in China—is also a “how 
not to do business in China” guide 
For example, McGregor advise: 
his readers to avoid joint venture: 
with the Chinese government, not 
to ignore the bureaucracy or the 
power of lobbying. But more thar 
anything, he says, if you have got 
ten into a fight with either your 
Chinese partner or the govern 
ment, be tough. Apparently, the 
Chinese respect you for it 


CVT WET 
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‘Back of the book - 
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Fast At Fifty On NH8 


Enfield's Bullet turns 50 this year. A one-time Bullet-rider 
rides a new-age Bullet and realises that nothing has 


really changed. sn 


'M RIDING A VIVID BLACK 
Harley-Davidson Fatboy. My 
black-leather encased knees 
are gripping its 5-gallon 
teardrop fuel tank; my hands 
are gripping its wide cruiser han- 
dlebars. The wind whips my face 
and hair as the 1450cc engine with 
the legendary Harley sound devel- 
ops 80...85, maybe more, brake 
horsepower and I glide down the 
vast open road, flat and smooth 


as a billiard table. I’m in love with 
this baby and I’m going to ride her 
as long as that road goes on. 
That, as most discerning readers 
will be quick to realise, is a fan- 
tasy. Here's the reality: I’m riding a 
sexy Red 'n Chrome Royal Enfield 
Thunderbird. My knees are grip- 
ping its 14.5-litre teardrop fuel 
tank; my hands its wide cruiser 
handlebars. The wind, well, it plays 
around with my face and hair as the 


350cc engine with its not-so-dis- 
tinctive-yet-quite-satisfying sound 
develops some 18 bhp and I speed 
down the National Highway No.8, 
not very smooth, not very flat but a 
straight road nonetheless. 

Royal Enfield India turned 50 
this year and a colleague some- 
what perversely thought it would 
be a good idea to have the only 
person in the office who's push- 
ing 50 (well, not exactly, I have 


The Thunderbird combines the best of 
mystique with modern day innovations 


just a few more years to go!) to 
ride an Enfield and write about 
the experience. That’s how I got 
astride the red Thunderbird with its 
incredibly sexy (as long as you 
don’t let your thoughts stray to 
Fatboys and other fantasies) looks. 

To tell you the truth, the pro- 
posal was enticing. It may be more 
than 15 years since I last rode a 
motorcycle but deep down I’m 
still quite crazy about them. Every 
time I see a nice big bike on the 
road, my head turns to check it out 
as it does to check out other non- 
mechanical stuff. So, when the 
guys over at Enfield agreed to let 
me have a Thunderbird for the 
weekend, I jumped. 

Although Гуе owned as many 
as four bikes in my life, Гуе ridden 
but never owned an Enfield Bullet, 
a motorcycle that is undoubtedly 
the cult machine among Indian 
bikers. In my biking days I always 
lusted after a Bullet, then the most 
expensive motorcycle that money 
could buy and I couldn't afford. As 
a consolation 1 drove other veh- 
icles. Enfield's wimpish step- 
through Silver Plus with a laugh- 
able 50cc engine; its stable-mate, 
the puny non-performing 200cc 
Mini-Bullet; then the slightly more 
respectable 250cc Yezdi whose 
kickstarter niftily у 
(well, not always) © 
swung back to be- 
come the gear 
pedal and, fi- 
nally, when the > 
Japanese made 
their first inroads g 


Bullet's- 












and I my last purchase, a gleaming 
black Yamaha RX100, with a pick- 
up to die for. 

The Thunderbird, as I discov- 
ered, combines the best of both 
worlds—the old worldly Bullet's 
mystique along with modern day 
innovations. To begin with, the 
Thunderbird is easier to start; you 
don't risk visiting an orthopaedic 
surgeon after you've tried to kick- 
start it. In fact, you can even use an 
electric ignition to get it going. 
Then, its aluminium engine cas- 
ing doesn't leak all over the place 
like the old Bullet with its cast iron 
engine mould. And, in these days 
of spiralling petrol prices, it deliv- 
ers reasonably good fuel economy. 

Still, these are probably the 
very reasons why old aficiona- 
dos of the Bullet will turn their 
noses up at the T'bird. Its new 
Harley-style exhaust and mufflers 
don't deliver the ‘Da Thump’ of 
the old Bullet; its new engine 
looks a bit spare compared to the 
older one and most blasphemous 
of all, its brake pedal and gear 
shift have switched sides. 

But does that bother me? Not 
in the least. I think Pm going to 
buy one. Now, there's only the 
small matter left of getting an app- 
roval from the wife... 


. 


INDIA'S HOG 


LOVERS 











Ф 






wor 


RAMEN SARKAR 











Tweak Your Crunches 


LAME IT ON THE FESTIVE SEASON’S EXCESSES OR ON THE ONSET OF 
B winter, but this is the time of the year that many people tend to let 

up a bit on their exercise and diet regimes. And sooner than 
later, it shows. The first sign usually is a podgier waistline, which, if left 
unchecked, can quickly become a full-blown paunch. Worse, multi- 
layered winter clothing can camouflage that blimp, working as another 
disincentive to work it off. 

So, how do you keep your middle in shape? The answer as usual is 
simple: work out regularly and eat sensibly. But the problem with keep- 
ing waistlines toned and trim is that the exercises for abdominals 
(crunches, crunches, crunches) can be 
monotonous and boring. 

The trick is in infusing a bit of va- 
riety to your tummy workout. Dump 
the boring old crunches and sit-ups 
and jazz up your ab routine with some 
new workouts. Here are two that you 
could add to your repertoire. The first 
one is ‘The Twist’. For the twist, you'll 
need a barbell without weights or a 
long wooden pole or aluminium rod if 
the barbell seems too heavy. Here's how you do it. Stand with your feet 
a bit more than shoulder-width apart and the rod across the back of your 
shoulders, supported by your hands, as in the illustration. Now, without 
moving your lower body, twist your torso slowly to the right; hold for a 
couple of seconds before coming back to the starting position. Now do 
the same movement, but this time to 
the left. Keep the movement smooth 
and slow and your head up. The move- 
ment should be from your hips. This 
exercise primarily works out your 
obliques (sides of the waist). Do 25-30 
reps (count a twist to the left and a 
twist to the right together as one rep) 
per set and three sets per session. You 
can easily do this exercise thrice a week. 

The second exercise is a slight variation on the common crunch. 
Let's call it ‘The Sole Tweak’ because it involves the undersides of your 
feet. Lie with your back down on a mat and your knees bent but the 
soles of your feet facing each other. Now, slowly raise your head and 
shoulders by curling them forward like you would in an ordinary 
crunch; hold in this position for a couple of seconds before lowering 
your body back to the starting position. That's one rep. Try to do 
15-20 reps per set and three sets per session. 

Remember though that crunches alone can't shed the flab around your 
middle. You've also got to eat sensibly and burn calories by training your 
entire body via cardiovascular exercises like jogging, cycling or walking. 


Starting 
Position 


MUSCLES MANI 


write to musclesmani@intoday.com 


Caveat: The physical exercíses described in Treadmill are not recommendations. Readers 
should exercise caution and consult a physician before attempting to follow any of these. 
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MIND YOUR 
MEMORY 





OTE THAT WE 

didn’t say Video 
iPod, like some new- 
bie tech writers have. 
These days, all iPods 
(barring the Nano) can 
play videos; the new 
iPod has a wider (2.5” 
if measured diagonally) 
LCD screen and if you 
buy the 60GB model for 
Rs 29,400 (instead of 
the $399, Rs 17,955, 
you would pay for it 


in the Us), you can watch up to 150 hours of video. 
The downside, apart from a low battery life if you play 


Music For 
The Eyes 
Thump 


fe ON THE SUBJECT OF 
personal music players, 
imagine the ultimate one-upman- 
ship question: Does your MP3 
player offer Uv protection? Well, in 
a recipe that spells dropped catches 
(in cricket, silly, and we'll come to 
the reason in a jiffy), Oakley (here’s 
the reason: it is the most preferred 
eye-wear among cricketers), has 
integrated a 1GB flash MP3 player 
into a pair of sunglasses. It is called 
the Thump and can be found at all 
those places that retail stuff that 
isn't supposed to be retailed in 
India. It weighs in at a rather heavy 
$499 (Rs 22,455 at the day's 
exchange rates), and Indian 
opticians are not too sure that 
Oakley will launch it in India. Still, 
Rs 22,455 is a small price to pay 
for coolness. 





"Um. 


Motion Video 
The new iPod 
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video (90-120 min- 
utes), is that you can- 
not download any- 
thing from iTunes (vet 
to be launched in 
India), not those 
episodes of Lost and 
Desperate Housewives 
that it currently sells. 
Still it is black (and 
black is, er, the new 
black) and thin (half 
the thickness of the old 
iPod), and it is obvi- 


ously something Steve Jobs believes in—enough reasons 
to acquire one for most people. 


And More 
Motion Video 
Yepp YJ-H70 


$ es. PROVENANCE OF THIS 
product is a giveaway. Come 
on, how many companies you 
know will name their products 
thus? This one is from Korean 
consumer electronics 
giant Samsung (and, 
to be fair, we are big 
admirers of every- 
thing about Samsung | 
products but the 
name). It is an MP3 
player that can also 
play videos, and by 
that we mean regular 
MPEG-4 video files 
(one of the most 
common formats for 
video files; to play 
such files on the 
iPod, in contrast, you would have 
to convert them using Quicktime 
Pro). In terms of storage, the vj-H70 
is a distant second to iPod, its 6GB 
comparing very unfavourably with 
the Apple machine's 60GB or 30G8. 
Then, if you want to be different, 
this may be just the thing. 

Price: Rs 18,400; ҮР-Т8, 1GB for 
Rs 14,900 is also available. 
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London Cheerleader 


LAKSHMI NIWAS MITTAL HAS SEVERAL EPITHETS: HE IS THE 
richest Indian, the richest European, and the third 
richest human being on the planet. Europe’s Luxury 
Institute recently estimated his net worth at $28 billion 
(Rs 1,26,000 crore). Now, Rs 40 crore of that has 
been used to launch Mittal Champions Trust, to help im- 
prove India’s performance in international athletic 
events such as the Olympics (it isn’t a coincidence that 
the next summer games will happen in London, Mittal's 
base). The trustees, apart from Mittal, his son Aditya, and 
son-in-law Amit Bhatia, are tennis ace Mahesh Bhupathi 


and cricketer Rahul Dravid, and the first beneficiary of 


the trust is Joshna Chinappa, the world's second best jun- 
ior squash player. The 54-year-old Mittal has a repu- 
tation for being a canny investor; here's hoping he 
earns a healthy return on this investment too. 


>. PAWAR 





Eclectic Electric 


NOT TOO MANY PEOPLE KNOW THAT AZIM H. 
PREMJI, the 60-year-old Chairman of Wipro, is an 
electrical engineer from Stanford. In keeping 
with the Institution of Electrical Engineer's phi- 
losophy of recognising contributions by emi- 
nent electrical engineers in all spheres, Premji be- 
came the latest recipient of the Faraday Medal 
(instituted in 1922) and the first Indian honoured 
for *outstanding business leadership and con- 
tribution to elementary education." Bravo! 


No Comments 


MOST CEOs OF MULTINATIONAL FIRMS 
that visit India meet the media. Not so @ 
SAM PALMISANO, the 54-year-old СЕО 7. 
of IBM (it employs 30,000 people in 

India). In India for a holiday in early 

November, Palmisano found the 
time to meet with the Prime 
Minister, Karnataka Chief 
Minister Dharam Singh 
and address employees, 
but had no time for the 
media in this, his third 
visit їп as many years. Are 
we missing something? 



















The Fortune Women Four Indians who figure in Fortune Magazine's 
| Kiran Mazumdar-Shaw f 

THE CHAIRMAN AND MD OF BIOCON, A 

company she founded in her garage 

(in 1978, with a staff of two), Shaw 


debuts in the international list (of 
most powerful women) this year. 
That shouldn't surprise someone who 
has been called India's fermentation 
queen by The Economist and who is 
the richest woman in India. 


IN THE INTERNATIONAL LIST 





SOUMIK KAR 


Now It’s Auditors 


MAU-MAU MAMA SUNITA NARAIN, THE 45-YEAR-OLD HEAD OF CENTRE FOR SCIENCE AND 
Environment has a new target: audit firms Ernst & Young and Price- 
waterhouseCoopers. The controversy concerns carbon credits that companies can 
claim if their projects meet the norms required to be a Clean Development 
Mechanism. Firms like E&Y and PwC have to audit projects to find out whether they 
meet these norms and Narain alleges that they don’t do that, instead merely “doing = 
a cut-paste job” of a report of one project onto another. The typos are the same, she = 
points out. Ram Babu, Associate Director, PwC, maintains his firm does everything 4 
by the book. Still, the audit firms will find the lady a tough act to counter. 





Master Arbitrator 


HE HAS REPRESENTED THE INDIAN GOVERNMENT AND THE 

Gandhi family. Now SAROSH ZAIWALLA, 52, the first 

Indian to set up a law firm in the Uk, and one of the best- : 
known names in international arbitration, has found so i 
much favour with the Chinese government (his firm rep- : 
resents China at London's International Court of | 
Arbitration) that he is opening an office in Beijing. ! 
Among his friends is a certain Anthony Blair who once 

interned at Zaiwalla & Co. “Do you know that he rep- ; 
resented the Government of India once?" asks Zaiwalla. ; 











Look, Ma, It's Green 





SATYA SHEEL, THE 52-YEAR-OLD O 
Motorcycles India, has won a prize fron 
major Holcim for coming up with a desig 
house that is green (it helped that Satish Си 
his collaborator). The biggest consumer of ener; 
the house, not the people living in it, explains S 
who is building the house on 11.5 acres of 
owns on the tony M.G. Road on the Delhi-H 
border. “I want to leave a message," says 5 
Well, a 12,000 sq ft house should serve that роп 


annual listing of the most powerful women in business 


Chanda Kochhar 

| (CICI BANK IS POSSIBLY INDIA'S MOST 
sive banking and financial services 
maa firm (the company itself prefers the 
pq term Universal Bank), and Kochhar, its 
Executive Director, is the person behind 
д the bank's retail business. An alumnus 
of Jamnalal Bajaj Institute of Manag- 
ement Studies, she may well succeed 

K.V. Kamath as the bank's CEO. 


IN THE INTERNATIONAL LIST 
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New Age Northern Conquerors 


A round-up of the North zone qualifier of the Business Today-Aditya Birla 
Group Acumen, held in association with Tata Consultancy Services. 


the coveted Business Today — 

Aditya Birla Group Acumen title, 
held in association with Tata 
Consultancy Services. The best of 
B-school teams descended on the 
450-seater auditorium of the 
Indian Institute of Foreign Trade, 
New Delhi. The topics of debate 
were: “India has missed the Retail 
Bus”, “Indian Advertising has not 
invested enough in understand- 
ing Indian consumers” and 
“Marketing in India: There is 
nothing Indian about it”. 

Mayank Mishra and Varun 
Malhotra of The Institute of 
Management & Technology 
(IMT), Ghaziabad, won the North 
Zone debate competition, while 
the Indian Institute of Foreign 
Trade’s Sumeet Kaul and Avinash 
Ravi Kumar clinched the B-school 
Quiz round. 


[* A CLASH OF NEW MINDS FOR 
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The North Zone winners will 
compete with the winners from 
other three zones in the grand finale 
in mid-December 2005. 

It's not the prize money (last 
year the winners were sent to the 
Swinburne University of 
Technology, Australia, on a study 


NESS 7 
ew °, 





stint), but the challenge of com- 
peting with the sharpest brains 
that brings out the best among 
competitors. 

The final qualifying round in 
debates gave interesting clues. “If 
you want to catch a thief, you have 
to think like a thief,” suggested the 
IMT duo, who built their argument 


around the localisation drive 
embraced by most successful MNCS 
in the country. Sandeep Ramesh 
and Bikram Bindra, Faculty of 
Management Studies, Delhi, count- 
ered that the very concept of loc- 
alisation was a foreign one. They ar- 
gued: “Localisation is a part of the 
global business model for most 
MNCs. The fact that we rely on 
MNCs doesn’t make for innovative 
Indian marketing.” 

The debate was interspersed by 
audience questions and hourly 
prizes through draw of lots. Sample 
this open challenge thrown by the 
glamorous compere Tunvey to the 
audience: *What's the Latin word 
for the Study of Life?" That was 
not easy for a packed hall, but an 
HCL Commet executive's reply 
*Curriculum Vitae" won him a T- 
shirt. The event's legendary host 
Harsha Bhogle kept teasing the 


PHOTOGRAPHS BY SANJIT SEN 





Debate Winners:Varun Malhotra (left) and Mayank Mishra 
(third from left), IMT, with Pavan Varshnei and Harsha 
Bhogle at the award ceremony 


Teasers... 
Here's a sample of Harsha's posers: 


MCLURG'S LAW, COINED BY A LEGENDARY BRITISH NEWS EDITOR AND NAMED 
after him, sums up the average western media attitude to reporting 
news. In essence, what does it say? 

Events diminish in importance in proportion to their distance 
from London or bluntly, "One dead Briton is worth five dead 
Frenchmen, 20 dead Egyptians, 500 dead Indians and 1,000 
dead Chinese." 


What is the new economy term that is used to describe a new 
product or service that uses new technology, which can destroy com- 
 petitors and sometimes even an entire industry? 

Killer App. 


Which famous company was founded by the husband-wife duo of 
Leonard Bosack and Sandra Lerner in 1984? 
Cisco Systems 


What is Mehran 800 in Pakistan? 
Equivalent of Maruti 800 in Pakistan (Suzuki owned). 


The name of which brand is an English phonetic reading of the 
Mandarin pronunciation of the character 'son of the sea? 

Haier 

What did Microsoft announce for the first time in July 2004, nearly 
18 years after the company's IPO? 

A dividend 


What connects Sonargaon in Bangladesh to Kabul in Afghanistan? 
The original Grand Trunk Road. 


What slang describes a VC who deprives inventors of control over their 
own innovations and most money that they should have made from 
the invention? 

Vulture capitalist 


Founded in 1922 as the Swallow Sidecar Company by William Lyons, 
it was renamed after WWII because of the unfavourable connotations 
of the initials, SS. Name the brand. 

Jaguar. 





Grand Audience Prize Winner: A triumphant Prasoon 
Kumar Ojha, from the National Institute of 
Agricultural Marketing, with the winning bike key 


audience: “Why aren’t you folks cor 
ing charging down? Somebody is go 
ing to get a voucher that is more than 
my starting salary.” 

Asked Harsha: “Which is the 
world’s second largest employer of 
Rhodes Scholars, being second only to 
the White House?” The audience guess 
was BBC or Britannia Encyclopedia 
The cool answer: McKinsey & Co. 

In the B School North Zone Quiz 
Round, the ПЕТ team of Sumeet Kau 
and Avinash Ravi Kumar (75 points) 
bagged the coveted prize. MDI's Rames! 
Ananthakrishnan and Gurudatt Bhobe 
came second with 55 points. The third 
place was bagged by Irr-DMs (35 points 
and the fourth place went to 
Department of Commerce, Delhi 
School of Economics (30 points). Th 
team of Rathindra Basu from ESPN Sta 
Sports (alumni, IM-Calcutta) and Sanjay 
Verma from Cushman & Wakefield 
(alumni, MDI) took the winners title in B 
School Alumni quiz. The mega luck 
dip, which saw over 800 entries, had 
Prasoon Kumar Ojha of Nationa 
Institute of Agricultural Marketing win 
ning a Yamaha Fazer bike. 

The preliminary rounds for thi 
North Zone tested the best brains 
with over 68 B-school teams regis 
tering for the quiz contest and 45 
teams competing in debates. Quiz 
veterans were also not far behing 
with over a dozen teams aiming at the 
Alumni quiz contest. The 2005 event 
was quite broad-based with partici 
pants coming from different parts of 
the north: Jodhpur, Meerut, 
Muzzaffarnagar, Shimla and 
Ludhiana. ш 
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bt leadership spotlight 


Airtel 
adds the 
power of 
BlackBerry 
to your 
smart 
phone. 







Upgrade to the 
NAME: KALLAM ANJI REDDY _ 
АСЕ: 64 years = 0 0 0. 
DESIGNATION: Founder Chairman 

COMPANY: Dr Reddy's Laboratories 


BlackBerry solution for free. 





Only with Airtel. 






A. PRABHAKAR RAO 


A Pioneer's Progress 


IRCA 1967, WHEN KALLAM ANJI REDDY, GOT HIS FIRST JOB AT THE PUBLIC SECTOR INDIAN 
Drugs and Pharmaceuticals Limited, little did he expect that 38 years later, he would 
be the Founder Chairman of a Rs 1,947-crore Indian pharma MNC with a footprint 
covering 100 countries. He consolidated that presence in the first week of November by 
acquiring Roche’s state of the art API unit in Mexico for $59 million (Rs 265.5 crore). Says 
| | Reddy, a PhD from National Chemical Laboratory, Pune, who founded Dr Reddy’s 
ILL Фё. Laboratories (DRL) in 1984: “The spirit of adventurism is very important if you want to 
compete with the best in the world.” That spirit is evident from the several firsts that DRL 
has to its credit—it was the first Asian company (outside Japan) to launch an ADR issue 
(2001); that year again, it became the first Indian pharma company to successfully chal- 
lenge a patent granted to an MNC. Result: it was granted a 180-day exclusive marketing 
Nokia 9500 Communicator and period in the us for Fluoxetine 40 mg, the active ingredient in Eli Lilly's blockbuster anti- 
Nokia 9300 smartphone depressant drug, Prozac. Today, DRI manufactures and markets bulk drugs, dosages 
and generics worldwide. But the last couple of years haven’t been happy for it. In 2004, 
it lost the legal battle in the us to launch a generic version of Pfizer's hypertension drug, 
Norvasc, dashing its hopes of raking in over $200 million (Rs 920 crore) from it; its sales 
М Аі m and profits for 2004-05 were also down 3 per cent and 92 per cent, respectively. But things 
are looking up again. In March this year, it entered into a deal with ICICI ventures to raise 
$56 million (Rs 246.4 crore) to fund the launch of generics in the Us market. And in the 
Mobile Services first half of this year, its sales and profits grew 8 per cent and 79 per cent, respectively, to 
Rs 1,114 crore and Rs 120 crore. Has Reddy regained his Midas touch? Investors will be 

Р praying hard he has. 8 
For further details, visit: www aite in E. KUMAR SHARMA 
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loos 


Rule the night 


Sheer Sheen shirts. Crafted from fine count cotton and compact 
gassed for a smooth, silky sheen. They'll open up seven eclectic 


ways to rule the roost, each night of the week. 


ColorPlus 


SHEER S H E E М 


www.colorplusonline.com 






Santos 100 chronograph 


In 1904, Louis Cartier created the first watch 
designed to be worn on the wrist for pioneer 
in aviation Alberto Santos-Dumont. 
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Cartier Authorized Dealers: Mumbai: Time Avenue, The Regent Watch & Jewellery, Pallazzio. 
New Delhi: Johnson & Co, Kapoor & Co, Rakyan's Fine Jewellery, The Regent Watch & Jewellery. 
Gurgaon: Kapoor & Co. Chennai: Helvetica. Kolkata: Exclusive Lines. Chandigarh: Talwar Jewellery House. 
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OUTPERFORM 





16 valve, 100 ps, 1.5 litre next generation VTEC engine | Stylish tail lights | Spacious, luxurious interiors | Opti-tron meter with illumin 
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You've always wanted to outperform in life. You've always wanted to move f 


With advanced Honda technology you can do just that. Introducing the City ZX V 
16 valve, 100 ps, 1.5 litre next generation VTEC & 


Contemporary styling. Dynamic new looks. The City ZX VTEC. More | 


more performance, more economy and even lesser maintet 
Go ahead, outperform everyone on the 
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vww.hondacarindia.com In addition to VTEC, City ZX range includes EXi, GXi and CVT (all with i-DS! . 
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2,69,900' HP COLOR LASERJET 


4730mfp series 


Onwards 


Copy, Scan in mono and colour 
al Send, and Fax (optional) 

Copy upto 30 ppm in mono or colour 

3600 dpi Print Resolution with HP ImageREt 
12 MB 
€! Direct Fast Ethemet Embedded Print server 





“hz processor with RAM expandable tc 


лее! ADF Scanner 
3 HP High performance embedded Hard Disk 


HP Color LaserJet 4730/ 4730x MFP 


orSphere 


HP TONERS 


‘al introductory offer**: 
vange any old copier and 

4p to Rs. 30,000 off on 

‘olor LaserJet 4730mfp series. 


artridge: 3030 449 


gar shown may nat 






dard anı ıinmer (62005 Hewle! 






4999. ‘Est. street price, taxes extra. ** 


The HP Color LaserJet 4730mfp boasts a hardware acquisition cost that's up to 4055 less 


| 


than most colour copiers. And 


HP LASERJET 
4345тір series 


“ue Rs. 1,65,000° 


Onwards 
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From The Editor 


VEN BEFORE THE BRIC REPORT AND INDIA SF 
E there were a handful of young men selli 
India story to American investors. They 
have high-profile political connections or a bi 
family lineage to boast of. What they had were imp 
academic credentials and the experience of wor! 
some of the best firms on Wall Street. Yet, it's inc 
that they should have succeeded in selling India t 
of the world's savviest investors. While Ind 
industry was beginning to make its presence felt in 
most of the other industries were yet to mak 
global moves. But perhaps the bigger reason wh 
success seems surprising is that these young men 1 
asking investors for money that would fetch гесш 
year or two. Instead, their “asset class" would ı 
investors to wait for six to seven years before tastir 
its. These young Indians were the first entrepreneur 
ture capitalists to set up shop in India. Amon; 
were Ashish Dhawan and Raj Kondur of Chrysc 
and Sumir Chadha and KP Balaraj of WestBridge ( 
Kondur is no longer with 
ChrysCapital and Dhawan has moved 
on beyond risky venture funding into 
private equity (the former is about 
funding start-ups and the latter, in- 
vesting in medium to large compa- 
nies), but Chadha and Balaraj have 
continued with funding wannabe en- 
trepreneurs. In fact, so massive has 
been the shift to private equity from 
venture funding (because of all the money VC 
funding dotcoms) that WestBridge is the only fi 
actively chasing venture deals. Sure, there are a co 
others around but none of them has the kind of 
that WestBridge has. It just wrapped up a second 
$200 million. One keeps hearing laments about ho 
isn’t enough of entrepreneurial activity in Indi 
know why? There just aren’t enough investors wi 
take the risk of backing entrepreneurs. But he 
have a firm that not just has the money but all 
tention to fund start-ups. And that, we thoug 
reason enough to put the duo on our cover this 
Here’s another story we were happy bringi 
this issue: India’s new Deming champions (Pa 
Trying to pull your quality standards to globa 
isn't the easiest of things to do, especially when y« 
the usual infrastructure problems to deal wi 
India’s manufacturing sector has demonstrated 
edly that it has what it takes to deliver global « 
This year, three more companies—Krishna } 
Rane TRW Steering, and Rane Engine Valves 
bagged the prestigious Japanese award for « 
Like they say, where there's a will, there's a wé 
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Mirror To India Inc 

BT 500 India’s Most Valuable 
Companies (BT, December 4, 
2005) is a mirror to the thriving 
India Inc. The extensive research 
and the range of sectors covered 
is impressive and makes this a 
collector’s issue. Perhaps, an 
additional list of most happen- 
ing sectors and companies would 
have added more punch. How 
about listing the pitfalls ahead? 
All the same, BT has a pulse on 
the corporate world, and more 
such specials are welcome. 


AKHILESH K SAH, FAIZABAD 
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Creating la tiing impressions 


BT 500 India’s Most Valuable 
Companies is an excellent refer- 
ence guide to India Inc. While 
we are proud of our IT prowess, 
there is always the lurking feeling 
that the manufacturing sector and 
banks are not part of the big 
league leading to a lop sided 
economy. From the study, one 
finds that while the IT sector is 
high on market capitalisation, in 
terms of net sales and profits PSUs 
top the list. Still, some concerns 
remain. There seems to be too 
many oil and petrochemical com- 


panies in the top order. If com- 
panies in other sectors occupy 
centrestage, it will be a truly bal- 
anced growth. It is also essential 
that the government and corpo- 
rate leaders must ensure that the 
healthy competition between pub- 
lic and private sectors is not 
disturbed. 


G.VENKATARAMAN, MUMBAI 


A Guide To Youth 
The cover story 20 Companies To 
Watch In 2006 (Br, November 6, 
2005) is a guide to youngsters. 
Employees and employers alike 
must pay attention to these com- 
panies, their HR policies and 
corporate strategies. The return 
of Infosys at the pinnacle and 
whether it will be able to sustain 
the competitive edge over others 
will be interesting to watch іп BT's 
edition in 2006. 

ANAGAT ASHISH, through e-mail 





Booming Telecom 
The special feature on telecom 
‘Connecting Partners’ (BT, 
December 4, 2005) focusses on 
the challenges being faced by 
Indian telcos. Vodafone’s re-entry 
proves that India is the fastest 
growing telecom market in the 
world. The next big 3G story, the 
employment potential of the sec- 
tor, among others, makes it the 
most attractive sector for 
sometime to come. 

KSHITIJ MOHAN, DARJEELING 


Correction 

In The Penny Stock Scandal 
(October 23, 2005, it was wrongly 
mentioned that Deccan Bearings 
doesn't make bearings anymore. 
Also, the office is situated on the 
main road (D.N.Road) in the Fort 
area of Mumbai and not in a narrow 
bylane as mentioned in the story. 
The errors are regretted. 
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Start-up Troubles 


EW IDEAS,” WROTE SCIENCE FICTION WRITER ARTHUR 
Ne Clarke, “pass through three phases: 1) It can’t 
be done, 2) It probably can be done, but it’s not worth 
doing, and 3) I knew it was a good idea all along”. 
Everybody loves to take credit for an idea that suc- 
ceeded. But try getting investors to put money behind 
an idea that only exists on a powerpoint slide. It will be 
nigh impossible to go beyond answers 1 and 2. Why do 
investors fear funding new ideas? Simply because they 
are risky and for every one that works, another nine 
don't. Therefore, so far this year, we've had an esti- 
mated $1.6 billion come into India by way of private eq- 
uity money, but a bare 10 per cent will find its way into 
start-ups. That means dozens of potentially good ideas 
in India will never get funded, and those that do get 
kickstarted with the entrepreneur’s own money, will 
struggle for years to reach a critical mass. 

An economy that hopes to grow faster than its six 
or seven per cent annual rate, can’t afford to let this 
situation prevail. It’s time we realised that entrepre- 
neurship isn’t about ideas alone, and much less about 
availability of money. It’s a complex process where bold 
ideas come together with easy money—relatively, at 
least—to create an enterprise that delivers far more 
value than either the entrepreneur or the investor had 
expected. Things like culture, governmental policies, and 
efficient financial institutions play a crucial role. If 
India suffers, it’s because a lot is desired of the “system”. 
For a minute assume that you are a venture capitalist. 
After much trouble, you’ve raised a fund for India 








and want to invest it. How do you go about it? Should 
you wait for wannabe entrepreneurs to approach you 
or should you go out seeking winning ideas? If you 
adopt the former tack, then you may be missing out on 
better ideas. And if you opt for the second route, then 
you'll need an army of employees, and still manage to 
do just a handful of deals a year. 

In this context, it is interesting to look at the Monitor 
Company Group’s 2003-2005 Entrepreneurship Ben- 
chmarking Initiative, which attempts to benchmark 
the entrepreneurship policies of various countries. Un- 
fortunately, the study doesn’t include India (yet), but it 
is enlightening for what it reveals about other nations. 
Among the key drivers are incentives for innovation, 
access to capital, perceptions of risk and reward, and 
culture for risk-taking and innovative thinking. Unless 
India attacks the entrepreneurship issue on all those fro- 
nts, the daring few will necessarily face an uphill task. 





Keep On Rockin’ In The Free World 


I THAT TIME OF THE YEAR WHEN FOREIGN 
institutional investors (Fils) are expected to plunge 
into redemption mode, primarily because it's such 
selling sprees that will determine the tubbiness of their 
bonuses when they're appraised at the beginning of the 
new year. That's mostly hogwash, of course, as most 
fund managers would be appraised on the basis of 
their funds' net asset values and not on the quantum of 
their sales. That the year-end redemption fairy tale is a 
myth is actually reflected in the performance of the 
Indian markets’ benchmark index—the Sensex—in 
the year-end period, typically between November and 
February. Do a quick check of the Indian stockmarket's 
showing in this period over the past decade and you'd 
discover that no matter what year's prevailing mood 
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was—even bearish—the Sensex invariably gained dur- 
ing those four months. 

The November of 2005 hasn’t proved too differ- 
ent—after slipping into a correction, which saw the 
Sensex losing 8-9 per cent from its pre-Diwali peak, it’s 
once again party time on Dalal Street. At the time of 
writing, the 30-share BSE index was within sniffing 
distance of the never-achieved target of 9,000. Now if 
the year-end routine does play out as it has done in the 
past years, the Sensex should be comfortably in the 
10,000 zone pre-Union Budget time. The reasons for 
the no-holds-barred bullishness at the turn of year 
could be many: Corporates are expected to deliver bet- 
ter results in the last two quarters than in the first 
two (because that’s when the growth numbers of the fes- 
tive season kick in), government is expected to get its 
reforms act together in the run-up to the Budget, and 
then there’s that psychological perception that a mas- 
sively hungover bunch of riis will come back to the 


market, loaded with moneybags of fresh allocations for 
Shining India (or for any other market for that matter). 

For those allocations to come—and the timing 
needn’t necessarily coincide with the beginning of 
2006—will depend on what stance the Fils take on 
India in the new year. If it’s overweight, you can expect 
2006 in liquidity terms to be even better than 2005. But 
given that domestic valuations look stretched vis-à-vis 
most other emerging markets, that eventuality appears 
iffy. Clearly smart double-digit earnings growth for 
the third quarter, as well as some brave initiatives on the 
reforms front are needed to sustain the liquidity story. 
Both look immensely possible. There’s just one niggling 
worry: Those naughty hedge funds managers, whose 
bonuses are directly linked to the profits they book 
(unlike in the case of the normal mutual funds). Now 
hedge funds are estimated to account for 35 per cent of 
the ЕП money that’s coming into India. Could that just 
about spoil the new year party on Dalal Street? 





The Politics Of Semantics 


HY SHOULD WE CALL A SPADE A SPADE? 

Hand-held earth-moving equipment may be a 
better definition. That hypothetical argument sums up 
best the recent trend to sanitise words and terms because 
someone could find them objectionable. For instance, 
brainstorm was a perfectly honest word until someone 
ventured the opinion that it could be offensive to peo- 
ple with brain disorders such as epilepsy. The substitute 
being proffered is thought shower (or word shower), but 
somehow this lacks the cadence and the power of 
brainstorm (Try using it in a sentence and the difficulty 
becomes clear). There are hundreds of other such, 
including deferred success, a term that educationists 
suggest should replace failure. This, they argue, will 
enhance the self-esteem of students who are, well, 
deferred successes. Political correctness is fine; only, 
when practiced in the extreme it is accompanied by 
some amount of naiveté. It assumes that words can 
make things alright, thereby bestowing them with a 
power that they do not really possess. And it conve- 
niently ignores the fact that the first few terms that had 
to be changed because they could be considered 
offensive (think negro or black or coloured) were, in 
reality, coined or used to highlight difference (and 
thereby support discrimination). The same thing cannot 
be said of a word such as brainstorm. As for any efforts 
to replace the term failure with deferred success, it re- 
flects a dangerous tendency to discount intellectual 
capital entirely and disregard the principle of meri- 
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Who's better: One's a success; the other a deferred success 


tocracy. Fact is, much of the offense in terms such as 
brainstorm is imagined (and more often than not, by 
people who aren’t the ‘perceived’ victims). At a time 
when the world is trying to move towards plain English, 
we could do with a little less political correctness. 8 
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The Home Stretch 


Is the government trying to make up for lost time 
with its packed economic agenda for the next 
four months? AsHISH GUPTA 


RAMEN SARKAR 


HE LAST-QUARTER SPRINT IS A WELL-KNOWN PHENOMENON IN THE 
corporate sector. Companies, large and small, try to make up for all 
their lapses in the first three quarters of the year by trying and grow- 

ing their revenues (sometimes earnings) at any cost. Some loosen their purse 

strings and burn money on advertising; others launch sales promotion cam- 
paigns; and still others play around with numbers, smartly recognising future 
revenues through present entries in their books. 

The United Progressive Alliance government is currently engaged in a sim- 
ilar exercise and it won't be the first government to do so. Previous gov- 
ernments have had public sector companies declare special dividends (this 
one has gone down that road too), or acquire holdings in each other 
(holdings acquired from the government at a substantial premium, of cou- 
rse) in an effort to make their numbers look impressive (sorry, respectable). 

Exhibit A in any arguments for would have to be the packed economic 
agenda for the winter session of Parliament that started on November 23. 
The list includes the Pension Fund Regulatory Mechanism Bill, the 
National Tax Tribunal Bill, the Factories Amendment Bill, the Electricity 
(Amendment) Bill and the Unorganised Sector Workers' Bill. By December 





















































The fortnight's burning question. 
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23, when the session comes to an end, the gov- 
ernment would want to have at least some of these 
bills passed. The problem with last quarter sprints 
is that any legislative action they involve (and the 
current sprint requires lots such) could be blocked 
by the opposition parties, especially if they have 
some ammunition, and the recent controversy 
surrounding former External Affairs Minister 
Natwar Singh, the Congress Party and oil from Iraq 
is definitely potent ammunition. 

If all goes well, the ОРА will begin January hav- 


3 The government has 
its heart in the right 
place, but is impeded 
by its alliance partners 


ing convinced its key allies, the communist parties, 
to agree to the sale of part of the government's stake 
(an insignificant part, actually) in some public sec- 
tor companies and banks. Some of the money aris- 
ing from this, around Rs 2,000 crore to Rs 3,000 
crore, could help jump-start the National Investment 
Fund which will bankroll ambitious development 
programmes such as Bharat Nirman (infrastruc- 
ture), the National Employment Guarantee 
Programme and the Jawaharlal Nehru National 
Urban Renewal Mission (yes, it is finally on). 

The government will also be hoping that its 
last quarter theatrics do enough to assure companies 
and investors that all is well with the Indian eco- 
nomic story. It can then safely increase interest 
rates that are crying to be increased (the current ac- 
count deficit could soon touch Rs 1,00,000 crore) 
without upsetting the apple cart. 

The fact is, this government has shown that 
while its heart is in the right place when it comes 
to the business of economic policy-making, it can- 
not really go ahead with key reforms without of- 
fending one alliance partner or another. With 
Delhi's power brokers already beginning to whis- 
per about the next general elections (not due till 
2009), and with the defeat in the elections to the 
Bihar assembly still fresh in its memory, it is 
unlikely that the UPA will do anything rash or rad- 
ical in terms of economic policies. The last- 
quarter sprint and a safe budget for 2006-07 
should boost sentiment, help the Sensex over the 
10,000 mark and reassure companies and in- 
vestors of the government's commitment to eco- 
nomic reforms. And it will be back to business as 
usual until the next last-quarter sprint. Then, that 
won't be until December 2006. 
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SPELL FUEL 





HE GOVERNMENT WOULD LOVE TO DO SO, AND A TASK FORCE 
1% instituted, chaired by Tata Sons Chairman Ratan 
Tata thinks it can, provided it is willing to spend 
Rs 25,000 crore (this will create some 1,000 MW of cap- 
acity by 2020). Opinion, however, is still divided on whe- 
ther hydrogen is the magic alternative 
fuel as far as India is concerned. “There 
will be applications for hydrogen energy 
in both the transport and the power 
sectors,” says Pawan Goenka, Presi- 
dent (Automotive), M&M, who is con- 
vinced that hydrogen presents a clean 
alternative to other fuels. R.K. Pachauri, 
Director General, The Energy and Resources Institute 
(TERI), isn't so sure. “The 2020 target for hydrogen as an 
alternative fuel is an illusion,” he says, adding that issues 
related to storage, safety and the creation of necessary 
infrastructure need to be addressed first. 

KRISHNA GOPALAN 





THE GENERAL 





ALL STREET KNEW THAT GENERAL MOTORS WAS IN TROUBLE. 


It was losing share, bleeding money and being 
investigated by the Securities and Exchange Commission 
(it has already restated $400 million or Rs 1,880 crore in 
earnings for 2001). Still, the street was shocked by CEO 
Rick Wagoner's announcement that it would be closing 
down 12 plants and laying off 25,000 workers. 

The company’s Indian operations will not be affected, 
says P. Balendran, VP (Sales), General Motors. That 
shouldn't surprise anyone. India and Chi- 
na (more the latter than the former) are 
emerging low-cost manufacturing loca- 
tions of choice for global auto firms and 
the market for cars in the two is also 
booming. General Motors India, which 
hasn't exactly set the streets on fire, 
hopes to launch three models in 2006 and is investing 
Rs 100 crore to increase its capacity from 60,000 to 
80,000. Nor will the parent's collapse hurt Indian auto 
component firms. The US government will not allow a com- 
pany “like GM collapse”, says S. Ramnath, an analyst at 
Mumbai-brokerage SSKI, and people “will continue to buy 
cars whether there is a GM or not”, adds Hemant Luthra, 
MD, Mahindra Systems and Automotive Technologies. 

KUSHAN MITRA 
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The Return of Penny Stocks 


The market is on a roll and the punters are back. 


DEEPAK G. PAWAR 





HE PENNY STOCKS STORY HAS 

| been extensively chronicled, 
even in this magazine (see 

How To Lose Your Shirt In A Bull 
Market, Oct. 23, 2005). However, 
after a brief interlude, when the 
prices of most of the species cra- 
shed, they seem to be back. And 
the action has even picked up in 
stocks such as Consortex Karl 


Back In Business 


г ADJUSTED CLOSING PRICE (in Rs) — 
Oct Oct. — Nov Sept. Sept. 04 
5 28 23 1 22 5 


Company Name мр. Sept 


Doelitzsch, IFSL and Prime Property 
Development where the Securities 
and Exchange Board of India (SEB), 
suspecting price manipulation and 
rigging by promoters and direc- 
tors of the company, had sus- 
pended them from trading in the 
stock. That shouldn’t surprise any- 
one, say brokers and analysts. 
People stuck with these stocks are 








Adarsh Derivatives 

Ador Fontech 

Facts Securities 

IOL Broadband 

Kushagra Software 

Multi-Arc India 

My Fellow Fashions (Exports) | 
Netlink Solutions (India) 
Rajoo Engineers 


Shloka Infotech 


Sept. 22, 2005: Correction in mid. ар and small -cap shares 
Oct. 28, 2005: Sensex touches a low of 7,656.15 
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‘Oct 5, 2005: Sensex touches a high of 8,821.84 


N.A.: Not applicable Source:CMIE 





Metlife’s Toppeta: India, it is 
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generating interest in them in the 
hopes of exiting when retail in- 
vestors start buying them. And, 
adds Rajesh Boghani, Dealer (Retail 
Desk), Parag Parikh Financial 
Advisory Services, “they are avail- 
able cheap” with their prices hav- 
ing crashed by over 90 per cent 
in some Cases. 

MAHESH NAYAK 


QUARTERLY RESULTS ENDED 

Oct. Nov. Net „РТ NetSales PAT 

8 2з „Sales (Rs crore) Y-0-Y% Y-0-Y 
(Rs crore) % 
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ETLIFE, THE $38-BILLION (RS 1,71,000-CRORE) INSURANCE AND FINANCIAL SERVICES 
giant, the buzz on India's Deal Street went, was exiting its insurance business 


in the country. Coming, as it did, on the back of exits by promoters in firms such 
as AMP Sanmar and ING Vysya, there seemed to be some substance to the rumours. 
After all, in its four years of existence in India, Metlife India Insurance Co. Private 
Ltd has managed a market share of mere .38 per cent in terms of gross premium 
(April-September 2005) and .33 per cent in terms of the number of policies sold. Bill 
J. Toppeta, President, Metlife International (he was in India recently), however, scoffs 
at such theories. “We are extremely pleased with the progress Metlife India has made 
in the past four years,” he says, adding that “given the potential, we can definitely 
do more.” He attributes the company's performance to regulatory constraints, 
claiming that this "allows little room for innovation". So there. 
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Hanumanonomics 


Its first domestic blockbuster has set the Indian animation industry a 


EVERAL YEARS AFTER THE COUNTRY REALISED THAT IT 

could repeat in animation what it had achieved 

in IT services—revenues will touch $500 mil- 
lion or Rs 2,250 crore this year, up from $250 
million or Rs 1,125 crore in 2004; almost all of 
it comes from exports—and just when Bollywood 97 CE 
was beginning to write off the genre as some- 
thing that wouldn't work in India comes 
Hanuman, an animation motion pic that is 
running to full houses across the country, 
and which has already earned, in five weeks, 
some Rs 9 crore in box-office takings. *None 
of the mainstream films released with or 
after Hanuman had the stamina to last be- 
yond the second week,” says Sanjeev Bijli, 
Executive Director, pvr. Hanuman, the 
story of a God renowned as much for his 
loyalty as his strength and valour, a story 
most Indian children know, has (had the sta- 
mina); in the process, it has proved 
that animation’s failure in India has 
more to do with poor content than 
an inherent inadequacy of the 
genre. “It’s a story that all Indians 
across age groups relate to,” says 
Sandeep Bhargava, Chief Operating 
Officer, Sahara One, which, along 
with Percept Pictures produced the 
film, and is now taking it beyond 
the metros and large cities to smaller 
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towns and to the in 
ternational market. 
Hanuman’s success 
may also have to do 
with the fact th 

Sahara and Percept treated it 
as a mainstream movie rather than 


if 


a niche one, releasing around 100 
prints of it. There’s also the religion 
card. Not surprisingly, the title song of 
Hanuman as well as the Hanuman chaal 


devotional hymn), that constitutes 


the bulk of its sound-track, have been 
part of Bollywood’s Top 10 charts these 
past five weeks and Times Music has 
sold some 22,000 CDs and cassettes of it 


far, “unprecedented for an ani- 


mation film”, according to T. Suresh, 
Head, Times Music. Meanwhile, the 


producers have set out to cash ir 
on a good thing by embarking on 
an extensive merchandising (think 
soft toys, stationery, T-shirts, and 
the like) exercise. “The 360-degree 
commercial exploitation is going 
to set a trend hitherto unseen in 
the industry,” says Bhargava. And 
inspire a legion of religious ar 
mation films. 


ARCHNA SHUK 


THE NEW TELECOM E 


NDIA'S MINISTRY OF COMMUNICATIONS (HEADED BY THE SEEMINGLY-ALWAYS-IN-A-HURRY 
Dayanidhi Maran) has drafted a new telecom policy, copies of which have 
been sent to telcos for their suggestions. A preview: 
m Targeted teledensity of 30 per cent by 2010. 
Maran's vision remains 53 per cent; 
Norms for IPTV. "It's going to happen in our country soon,” says Maran 
(see IPTV: It's Here, Page 22); 
Special provisions for companies investing in manufacturing such as Nokia, 
Ericsson and Motorola. "If they come to India, they need to be a success 
story," says Maran; 
Spectrum to be priced; 
Implementation of Carrier Access Code (an Airtel subscriber, for instance, 
could choose the long-distance telephony services of another company); and 
Implementation of number portability (change carriers with same number). 
KUMARKAUSHALAM 





Maran: The new new ring 
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Q&A 
“The Intel Brand Has To 
Move Beyond The PC” 


$ ITS MARKETING HEAD FOR FIVE YEARS, HE'S 

credited with having turned Samsung 

Electronics into a globally cool consumer 
electronics brand. For 51-year-old Korean-American, 
Eric Kim, Vice President & General Manager (and 
head of marketing), Intel Corporation, the challenge 
now is to change how the world sees the chipmaker, 
not a PC-component maker, but the enabler of a 
digital lifestyle. On a recent visit to India, Kim spoke 
to BT’s Shailesh Dobhal. Excerpts: 


What was the challenge with Intel when you came on 
board last year? 

Intel is already an established brand, so the challenge 
was very different from Samsung. Samsung was not a 
very well known, (almost) a commodity brand (back in 
1999), and the challenge was to bring it onto the 
global stage. With Intel, it is to go beyond the Pc, for 
Intel was established within the pc category and is 
(still) synonymous with the Pc. 

The vision for the brand is to evolve it from a 
technology-leadership brand to an emotionally exciting, 
digital convergence one. Emotions are important bec- 
ause technology has got to a point where it has become 
such an intricate fabric of life and is no longer only for 
the specialists. Technology is accepted implicitly as 
part of life and Intel has to be positioned as a brand that 
you accept as part of life, not as a technology product. 


As Intel moves out to mobile and consumer electronics, 
how does it compare with brands in this space? 

Well, Intel is unique in that there is no comparable 
ingredient brand. So, our mission is not really to com- 
pete, but to complement—(just as the) Intel brand 
complements HP, IBM, HCL, etc. (in the PC business). The 
reason why they embrace our offering—number one is 
that we provide the right technical specs and right 
components for their needs—is also because we bring 
a brand to the products they use. 


Intel is reported to be going in for a re-branding exercise with 
a new logo. 

I won't call it re-branding, but the evolution of the Intel 
brand. Intel was very much associated with the PC 
and we need to take that as our core strength and 
evolve it into a broader foundation—not just the PC, but 
anything digital. The latest RIM phone (the new 
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Blackberry phone model from Canadian company, 
Research In Motion) that uses the latest 3G technology, 
has Intel's latest application and communication proces- 
sor and is (almost) a full computer in itself. We have 
agreed to let RIM brand ‘Intel Inside’ with this phone to 
be available in the us by the end of the year. So, Intel 
Inside brand is expanding beyond just РС products 
into mobile products, and hopefully, in the future, 
into consumer electronics products. 


Why did Intel scrap the ‘Whitefield Chip’ project in India? 

Leading edge technological development is never a 
guaranteed thing, so you engage in multiple projects bet- 
ting that some of them will be successful. We are 
funding many projects, and it (Whitefield) was one of 
the projects that didn’t work out. On the other hand, 
there has been a major success story. We are launching 
Intel’s latest mobile platform, and a key part of this plat- 
form was developed here (in India) by the same team. 
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I’m OK, You’re OK 


SEBI takes the open-market approach to defaults. 


HUS FAR IN 2005, INDIA’S SECURITIES 
Appellate Tribunal (SAT), which 
hears appeals on orders passed 
by stock market watchdog Securities and 
Exchange Board of India (SEB), has heard 
107 cases. Of these, it has modified sEBI’s 
order in 50, and set them aside entirely in 
18. Some of these cases were from the 
years 2003 and 2004. seBi’s track record 
(in terms of how sar deals with appeals 
on its orders), and the backlog are 
unlikely to give defaulters, current or 
prospective, any sleepless nights. 

It is in this context that reports about 
sEBI's plan to go down the negotiated 
settlement route should be considered. 
Popular in the Us, this essentially means 
that sEBI and the individual or company 
in question agree to settle the case for a 
certain mutually-agreed upon amount 
(by paying this, the individual or com- 
pany does not admit any guilt). Although ses! is not willing to com- 
ment on the when-and-how of this process, corporate lawyers believe 
negotiated settlements are a good idea. “It is good for the regulator,” 
says Girish Dave, Partner, Dave & Girish Advocates. "Apart from sav- 
ing time and resolving cases, it will reduce the burden on the judicial 
system and help SEBI earn a good amount." 

The negotiated settlement system can be abused (it is highly sub- 
jective), but that isn't the biggest flaw іп sest’s thinking. This is: with 
SAT modifying every second order of SEBI, why should defaulters want 
to pay when they have a 50 per cent chance of getting off easy. 
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SEBI's Damodaran: An 
adult-adult transaction? 


MAHESH NAYAK 


IPTV:IT'S HERE 


What is it? 

Just what the name indicates, Internet 
Protocol TV that will be delivered to the 
houses of customers through broadband. 
How does it work? 

Television signals are digitised (or packe- 
tised; essentially broken up into small pack- 
ets), streamed to houses by telcos (through 
broadband) and put together by set-top 
boxes (or viewed directly on the PC). 
When will it hit India? 

Technology provider UT Starcom is cur- 
rently partnering one telco in a pilot; there 
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UT Starcom’s Yadav: 


GO SOUTH 
FOR PROFITS 





Philips’ Kleisterlee: Testing it in India 


HAT'S WHAT GERALD KLEISTERLEE, 
President and CEO, Royal Philips 
Electronics, would like his company to do. 
Not South geographically, but in terms of 
price. “Bridging the digital divide is a 
key focus for Philips and we see India as 
a great testing ground to develop pro- 
grammes and solutions that can be used 
not just here, but around the world.” 
Among these, adds Kleisterlee, are low- 
cost variants of its Nexperia chipsets that 
will allow telephone companies to make 
sub-$20 (Rs 900) phones and battery- 
operated radios with integrated televi- 
sion bands that users can tune into when 
a power cut blanks out their TV. Can 
these halt the relentless march of the 

Koreans in India (and elsewhere)? 
RAHUL SACHITANAND 


should be an IPTV launch in India by the 
end of this year. 
What are the benefits? 
Real-time rewind and the like; enhanced 
revenues per user for telcos; addressability 
(who is watching what) for broadcasters. 
Who will go for it? 
UT Starcom Managing Director Vijay 
Yadav believes anyone “who has a broad- 
band connection will opt for IPTV". That's 
a market of between 7,00,000 and 
9,00,000 for starters. 
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Children Of A Lesser Mammon 


The government is moving at last to improve public sector pay scales. 


ERE'S FURTHER PROOF THAT THE GOVERNMENT IS 
EL reforms. After being in denial mode for 
decades, it has at last realised that money does indeed make 
the world go round. Proof: it has proposed a revision in the 
salaries of public sector banks to reflect market realities. PSU 
salaries across the board are a joke. Sample this: India's 
largest commercial bank, State Bank of India, pays its 
Chairman A.K. Purwar Rs 5 lakh per annum plus perquisites, 
which include housing, a chauffeur-driven car, medical 
facilities, etc; their cash value, Rs 8-10 lakh per annum at the 
most. Fresh MBAs from Tier I institutions have come to expect 
as much or more from foreign or new generation Indian 
banks. And K.V. Kamath, Mp & CEO of the country's largest 
private sector bank, ICICI Bank, gets Rs 1.83 crore a year. 

Little wonder then that the best and the brightest no 
longer consider PSUs their first choice employers. And private 
sector companies are more than willing to poach talented, 
but underpaid professionals from PSUs to spearhead their 
thrust into sectors that were hitherto out of bounds for them. 
“In PSUs, the pay structure at senior levels is cash-poor, 
but perqs-rich," says Mohit Mohan, Senior Vice President, 
Gilbert Tweed, a leading executive search firm. Another 
drawback: the best a public sector executive can expect for 
outperforming his peer group is an out of turn promo- 
tion; salaries are decided by the Pay Commission. "But 
salaries in the private sector are performance-linked and 
sharply focussed on the individual," adds Deepak Gupta, 
Country Head and Managing Director, Korn/Ferry India, 
another leading placement firm. 

Despite this, there are still die-hard public sector loyal- 
ists. Subir Raha, CMD of ONGC is one such. “I have thor- 
oughly enjoyed my career in the public sector and would not 
wish to trade it for any private sector company,” he says. His 
annual salary: Rs 6.5 lakh plus perqs. The corresponding fig- 
ure for his opposite number at Reliance Industries: Rs 22 
crore. “Compensation is important, but not the overriding 
factor in any executive’s employment choice. Many exec- 
utives consider the challenge more important,” says Sanjeev 
Goenka, Vice Chairman of RPG Enterprises, which report- 
edly pays its power sector CEO Sumantra Banerjee about 
Rs 2 crore per annum. By contrast, C.P. Jain, CMD of NTPC, 
gets a paltry Rs 11.4 lakh per annum plus perqs. 

Footnote: There’s more good news. The Ministry of 
Science & Technology has decided to pay researchers mar- 
ket-linked stipends and is even working on a package that will 
give them a share of royalties from any patented technology 
that is successfully commercialised. The winds of change are 
picking up speed. But what we need is a gale force storm. 


i ARNAB MITRA AND AMANPREET SINGH 
f Figures are annual salaries plus commissions 
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Rajesh Jain's Ecosystem 


The entrepreneur is tech's weathervane. 


NE WAY TO FIND OUT WHICH 

way technology is headed is 

to keep an eye on Rajesh 
Jain. The man has been there (ahead 
of time, actually), done that. He 
built a cluster of sites, such as 
samachar.com, khel.com and 
khoj.com in the very early days of 
the internet (1994) and sold them to 
Sify for $115 million (Rs 499 crore 
at the then exchange rate) in 1999. 
Jain hasn't been sitting back and 
taking it easy since (although he 
has managed to keep a low pro- 
file). He has been ideating, investing 
and launching new ventures. 

Today, there are seven such, 
each of which is a bet on tech's 
next big thing. Jain likes to call this 
the Emergic ecosystem. Emergic is 
the man's term for disruptive 
innovations in computing that can 
bridge the digital divide. *The driv- 
ing vision behind this plattorm— 
codenamed Emergic—is to make 
computers and broadband access 
available at a cost of Re 1 per hour," 
Jain writes in his blog (Emergic.org; 
a media-shy Jain declined to talk 
to BT for this story). 

What are Jain's big bets? The 
first is low-cost messaging and 
security solutions offered by his 
company, Netcore Solutions (he 
spends almost 70 per cent of his 
time on this). From e-mail to band- 
width management to spam filters, 
Netcore handles everything and with 
Linux-based solutions (some 300 
companies have bought into this 
vision). Then, there is Novatium, a 
partnership between Jain, Analog 
Devices’ Ray Stata and irr Madras 
Prof. Ashok Jhunjhunwala to design 
and make low-cost hardware that 
will change the way people in Asia 
and Africa use their PCs. The com- 
pany's soon-to-be-launched Nova 
NetPCs will essentially be thin clients 
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(that means much of the intelli- 
gence, or software, will reside with 
servers maintained by a third-party 
service provider, maybe telcos, and 
accessed by users over broadband) 
that provide a simple-to-use com- 
puter interface for just around $100 
(Rs 4,500). Jain is also an investor in 


' two more companies incubated by 


Jhunjhunwala, Midas Technologies, 
which makes equipment based on 


` the low-cost corDECT wireless stan- 


dard developed by the good profes- 


.sor, and also provides broadband 


solutions, and n-Logue, an ISP (in- 
ternet service provider) and wannabe 
telco that uses this technology to 
provide voice and data services in 
rural areas. 

Jain is also part of an interesting 
project called Seraja, the brainchild 
of Ramesh Jain (no relation), a pro- 
fessor of computer science in 


` University of California, Irvine, and 


JAIN М ECOSYSTEM 





the founder of three companies 
(PRAJA, Virage and Image Ware). 
Although not much is known about 
this project—conceived in February 
this year—it is said to be developing 
an experiential search engine for 
events (for instance, an event like a 
cricket match can be searched and 
experienced using multimedia tools). 
Finally, Jain is also an investor in 
Rajat Barjatya’s Rajshri Media, 
which creates and aggregates 
Bollywood content for delivery 
through broadband and mobile net- 
works, and PubSub.com, a New 
York-based next generation web 
tool that matches a pre-stored search 
query against any new information 
appearing on the web, “I think 
about what I am doing as blend- 
ing entrepreneurship and thesis- 
based investing. Will it pay off? I 
hope so,” he writes in his blog. 
SAHAD P.V. 


Vh1's female viewers аге 94% more likely (than the competition”) 
to buy designer perfumes. Furthermore, not only do they have a 
nose for good things but the eyes as well – they аге 113% more 

likely to have bought diamonds in the last 12 months. So, 
capitalize. Speak to receptive customers. 


India’s only international music & lifestyle channel from MTV 
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Who: Munesh Khanna, Managing Director, NM Rothschild 

(India). A name on the country's financial circuit, Khanna, 

a chartered accountant, has worked on the financial re- 
structuring of Dabhol Power Company and an infusion 
of private equity into Air Deccan 


What: Will be joining Enam Financial Consultants as 
Managing Director early next year. Khanna joined 
Rothschild in early 2002 and was earlier with Arthur 
Andersen as Country Head (Corporate Finance) 


Why: Khanna is said to be keen on expanding his 
role to cover capital markets. This is not something 
that Rothschild focusses on in India. Besides, 
Enam has just seen the exit of Mahesh Chhabria 
who will join private equity major 3i 


Impact: Khanna, 43, gets to expand his man- 
date (and leverage some more of his Rolodex). 
Enam, which has managed 30 initial public 
offerings over the past two years, can 
expect to strengthen its presence in 
other areas 


COMPILED BY KRISHNA GOPALAN 
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TRAI's Baijal: The operators 
were right all along 


We Told 


You So 


A TRAI test drive shows the 
telcos were right all along. 


HE LACK OF SPECTRUM AND 
[ss arising from intercon- 

nection with state-owned tel- 
cos (read: BSNL and MTNL) have 
been the preferred excuses of telcos 
responding to gripes concerning 
poor services. There haven't been 
too many takers for these; the pre- 
vailing opinion has been that telcos 
can make do with existing spec- 
trum provided they are willing to 
spend a little more on infrastruc- 
ture. Now, it emerges, these 
weren't excuses after all. 

So says the Telecom Regulatory 
Authority of India (TRAI) that 
recently conducted what it calls a 
test drive of the services of three tel- 
cos, Airtel, Hutch and BPL in 
Mumbai after receiving a rash of 
complaints from subscribers over 
the quality of service provided by 
these three companies. "| am only 
highlighting the issues faced by 
the operators," says Pradeep Baijal, 
Chairman, TRAI. The companies 
themselves have been singing that 
tune for some time; only, there 
have been no takers. 

KUMARKAUSHALAM 


NVHW AVAIHS 


Vhi viewers are 244% more likely (than the competition*) to be as alive at night as during 
the day - at a discotheque. They enjoy fine dining as well. And are over 24% more likely to de- 
stress over a steaming cuppa in a coffee shop. So, capitalize. Speak to receptive customers. 
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Source: IRS 2005 Round I 





The latest IRS figures put our readership growth at a phenomenal 5.64 lakhs, 
the biggest increase in the last 5 years. While our lead over the No. 2 

has shot up to 13.84 lakh readers. And with a total readership of 94.26 lakhs, 
Malayala Manorama continues to be the unchallenged No. 1 Malayalam daily 





Malayala 


Nobody delivers Kerala better 
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A bird's eye view of what's hot and what's 


not on the government's 


HEVING INDIA'S DECAYING CITIES 

g INDIAN CITIES CAN LOOK FORWARD TO 
better days. The government 
launched the Rs 1-lakh-crore 
Jawaharlal Nehru National Urban 
Renewal Mission on December 3 to 





a Total corpus: Rs 1 lakh core 
m 60 cities with million-plus 


populations to be covered improve urban infrastructure in the 
m To focus on improving slums and country. All state capitals, a few 
providing better housing, sanitation religious towns and some tourist 
and water supply to urban poor hotspots will be covered under the | 
. һете. Тһе , cleared 
m Central assistance to dependon py Prime Minister Manmohan 
implementation of policy and legal Singh, will focus on providing bet- 
reforms at the level of city ter housing, water supply and sani- 
governments tation, especially to the urban poor. 
m Main objective is to improve So, will Mumbai become another | 
financial condition and Shanghai? Unlikely! But the lot of | 
creditworthiness of local bodies the common city dweller should, 


hopefully, improve. 


A SECURITY NET FOR UNORGANISED SECTOR WORKERS 

HERE’S ANOTHER BLOCKBUSTER SCHEME FROM THE UPA GOVERNMENT FOR THE 
benefit of the aam aadmi: a social security net for the 370 million unor- 
ganised sector workers in the country. The goodies they can expect: 

health insurance, survivor benefit and old-age pension. The state-owned 
Life Insurance Corporation of India has already made a presentation in 
this regard to the Prime Minister’s Office. The government wants an acci- 
dent cover of Rs 40,000, health insurance of Rs 6,000 and a monthly pen- 
sion of Rs 200 per person. One of the funding proposals calls for the 


worker-beneficiary to contribute Re 1 a day, and the Central and state | 


governments the rest. Er, how much is “the rest”? That is still being 
worked out. The government is planning to table the Unorganised Sector 
Workers’ Social Security Bill, 2005, covering all these issues, in the cur- 
rent session of Parliament. 


TINKER, TAILOR AND OIL WILL BE WELL 

FINANCE MINISTER P. CHIDAMBARAM HAS HINTED THAT THE GOVERNMENT MAY 
tinker with the duty structure of oil products to tailor an enabling atmos- 
phere for economic growth. “Rising crude prices are a cause for worry and I 
will not hesitate to take fiscal measures if there is a need for them,” he told 
the recently concluded Economic Editors meet in New Delhi. Earlier this 
year, the government had appointed a high-level committee chaired by 
C. Rangarajan, Chairman of the Prime Minister’s Economic Advisory 
Council, to look into the issue of petroleum products pricing and subsidies 
on LPG (liquified petroleum gas) and kerosene. The committee is likely to 
submit its recommendations by the end of January. So, expect some changes 
in the duties on petro-products in next year’s Budget. 


policy r 








ASHISH GUPTA | 
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THE PUBLIC SECTOR CONTAINER 
Corporation of India (CONCOR) 
will soon face competition. Says 


(PC): “People should have a 
choice." Earlier, the Railways 
had asked RITES to submit its 
recommendations for framing 
the necessary guidelines in this 
regard. RITES, in its report, had 
suggested an entry fee of 
Rs 135 crore for private players 
who wish to challenge 
CONCOR's monopoly. 





PC's Ahluwalia: Choice for all 


STEMMING THE ROT 
THE CONTROVERSY OVER STEM CELL 
research may soon become a 
footnote in India's medical his- 
tory. The Department of 
Biotechnology is putting in place 
an approval system for research 
projects in this field. Every proj- 
ect will have to be approved by 
an ethics committee, a 
Department of Biotechnology or 
Indian Council of Medical 
Research panel and an yet-to- 
be-formed National Stem Cell 
Committee. This should, hope- 
fully, allow Indian companies 
steal a march over their rivals in 
other parts of the world. 
ASHISH GUPTA 
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Today, millions of Indians are thinking big. 
£” Here's a bank that helps them think even bigger. 
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P.K. Ruia 





KOLKATA MAY BE AN UNLIKELY PLACE TO 
give rise to a takeover artiste. But if 
the city-based industrialist Pawan 
Kumar Ruia has it his way, then 
the unthinkable may just happen. 
Ruia, 47, who shot to fame with 
his acquisition of state-run engi- 
neering giant Jessop & Co. in 2003, 
is said to be in the lead for buying the 
late Manu Chhabria's tyre companies, 
comprising Dunlop, Falcon Tyres 
and India Tyre. When BT went to 
press, Ruia was in Singapore trying 
to close the deal. It is not known how 
much the trader-turned-takeover- 
artiste has bid for the companies, but 
market sources put the figure 
between Rs 250 crore and Rs 300 
crore. Ruia, a chartered accountant 
by education, faces stiff competi- 
tion from a host of rival bidders, 
including Swraj Paul's Caparo Group, 
JK Tyre, Hero Group and Metro 
Tyres. Sources close to Ruia say 
that his group will shell out between 
Rs 350 crore and Rs 400 crore in 
modernising the companies. 
Whenever the deal is signed, it will 
mark the exit of the Dubai-based 
Chhabria family from India Inc. 
RITWIK MUKHERJEE 
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Kolkata-based PK. Ruia seems set to bag the late 


Manu Chhabria's Dunlop and Falcon Tyres 


Giving Simputer A 
New Lease Of Life 





PicoPeta's Manohar: There's hope yet 


IN THE FOUR YEARS SINCE IT WAS 
launched, the Simputer, a low-cost 
handheld computer hailed as an 
answer to India’s digital divide, has 
sold a bare 4,000 units—there are 
more mobile phones sold in India 
every day. And just when people 
were beginning to write off the 
Simputer, developed by Swami 
Manohar of PicoPeta, it has found 
a new lease on life. Mumbai-based 
Geodesic Information Systems has 
acquired the Bangalore-based hard- 
ware firm for an undisclosed 
amount. Prashant Mulekar, a 
Director with Geodesic, says that 
the Simputer has been doing below 
potential. “We can add the product 
expertise to the Simputer and take 
it forward,” he says. It’s a moot 
point if Geodesic will succeed where 
PicoPeta failed. 

KUSHAN MITRA 


Ranbaxy’s Patent 
Challenge Woes 


RANBAXY LABORATORIES SUFFERED 
another setback last fortnight, 
when a us Court of Appeals ruled 
that it could not continue selling 
generic version of Pfizer's anti- 
hypertensive drug, Accupril. The 
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Gurgaon-based pharma major had 
appealed against an injunction del 
ivered by a district court. “Ranbaxy 
intends to vigorously challenge 
infringement, validity and enforce 

ability of the patent in further pr: 

ceedings before the district court," 
Ranbaxy's Vice president of Global 
Intellectual Property, Jay Deshmukh, 
said in a release. The company's 





Ranbaxy's Tempest: Will he smile? 


stock fell on the news. Farlier, in th« 
middle of October, Ranbaxy had 
suffered another reversal when a 
UK court barred it from launching a 
generic version of Pfizer's $12-bil 
lion (Rs 54,000-crore)-a-year anti 
cholesterol drug, Lipitor. 


WHO LOVES M&As? 


In the first nine months of 2005, $14.6 billion 
worth of M&As took place in the Asia Pacific 
region. Here's the share by industry 


Consumer 
(Cyclical) "umm 
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OIL'S POWER-DUO 





Raha (L) and Aiyar: The smiles are for the camera 


NDIA'S PETROLEUM MINISTER MANI SHANKAR AIYAR 
де Subir Raha, the Chairman and Managing 
Director of the country's most valuable company, 
a public sector enterprise to boot, Oil and 
Natural Gas Corporation, have been sparring for 
some time. The bone of contention has been dif- 
ferent things at different times; the origin of 
the spat, however, and its continuance has to do 
with control. It could, in part, also arise from 
Aiyar's desire to be seen as India's Mr Oil, 
something that has been scotched at times by 
the media-savvy Raha, who seems to nurture 
similar ambitions. In the past fortnight, however, 
the fight has gotten shriller (at least from one 
side). Aiyar has sort of upped the ante by re- 
portedly asking the apex body in charge of pub- 
lic sector firms to remove ONGC from its list of 
navratnas (literally, nine gems). If that hap- 
pens, ONGC will lose more than just a title; pub- 
lic sector firms that are labelled navratnas get to 
practice a lot more autonomy (near-total; well, 
almost) than others (who get no autonomy at 
all). The ostensible reason for this is ONGC 
failing to meet production targets specified by 
Aiyar's ministry (this dates back to April 2005). 
Aiyar has also taken his campaign to the media, 
praising Raha as a competent manager to a 
leading financial daily while, in the same breath, 
hinting at serious operational and corporate 
governance issues at ONGC. There's no telling 
how the tug of war will play out, but in its 
5Oth year of existence, this is publicity of the sort 
ONGC could have done without. 


NUMBERS OF NOTE 


1496: The number of workers worldwide who are 
highly engaged—defined as willing and able to help a 
company succeed—according to Towers Perrin, a 
human resources consultancy. In India, just 7 per cent 
of workers are "highly engaged", one-third the number 
in the US, Only Japan ranks lower (2 per cent) 


12 million: The number of pages the documents 
with the The Independent Inquiry Committee into the 
Oil-for-Food Programme (Volcker Committee) run into 


$21.7 billion (Rs 97,650 crore): The flow of NRI 
remittances into India in 2004, according to a World 
Bank report. China received remittances worth $21.3 
billion (Rs 95,850 crore) from Non Resident Chinese 


$ 1 3 billion (Rs 6,750 crore): Daily trading 
volume on India’s two new exchanges, the Multi 
Commodity Exchange and the National Commodity 
and Derivatives Exchange 


1 0 1 The number of companies that have applied 
for 300 FM radio licences in 91 cities 


300. rhe number of jobs UK bank Lloyds TSB wil 
move to India when it closes an office of its mortgage 
provider, Cheltenham & Gloucester, near Warwick by 
the end of 2006 


1 7 million: The number of children working in India, 
according to government data. Child rights activists put 
the figure at 200 million 


20. The number of Indian companies featuring in 
Forbes magazine's list of Best Small Asian Companies. 
The 20 includes companies such as Cipla, Asian 
Paints, Bharat Forge and Satyam Computer Services 


59.54 million: Domestic and international 
passengers that passed through Indian airports in 
2004-05, compared with 40 million a year earlier 
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2.67 million bpd: India's 
oil demand in the last quarter, 
up from 2.52 million bpd in 
the preceding quarter 


0. 1 per person: Per-capita 
air travel (flights per year) in 
India, a fraction of the global 
average of 2 
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It's giving you business cla 


The Jet Airways Citibank Gold MasterCard makes your life 
you avoid queues when you check-in at our exclusive Club Prem 
while your flight is readied for take-off. Use your upgrade vouc 
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rivileges when you fly. 


„ANIL PRASAD: = 
ère comfortable in the air and on the ground. For instance, Tne 


eck-in counters. Then relax at our Club Première Lounge, 4 JPMiles for every Rs. 100 spent 
fly Business Class, thanks to the power of your Card. 


uchers for family tickets Complimentary upgrades to Club 
Complimentary access to Club Premiére Check-in and Airport 
ers from The Park Hotels and Fortune Park Hotels by Welcomgroup 
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or the frequent traveller. 
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; Online advertising in the US, the : ; China is continuing with its 

x world’s largest online market, reached gradual revaluation of the yuan through а 
$3.1 billion (Rs 13,950 crore) in the тее series of currency swaps with local banks 

months between July and September. This (selling dollars and buying yuan on the ‘a 
marks a 34 per cent increase over the market, and reversing this a year later). i 
same period last year and adds weightto Тһе swap rate will indicate how much China 
the argument that the second internet is willing to allow the yuan to rise. With the | 
i 


117 


wave is upon us. For India's dotcoms that уџап'ѕ low valuation against the dollar, one 
have lingered (on), this bodes well; — source of China’s competitiveness in the 
coincidentally, Satyam Computer sold its export market, Indian exporters are 
stake in Sify to a US-based NRI recently. — watching these Е closely. 
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; The US Roche says it 
government will soon pass a law wil not block Indonesia s efforts to 
restricting foreign nationals make a generic copy of bird flu drug 
(including Indians and Chinese) Tamiflu should the country wish to 
from engaging in hi-tech research do so. Roche has no patents for 
in the country, despite opposition Tamiflu in Indonesia. It does in India 





to the move from academia. (under the mailbox provision). 
Retrograde as the move may be, it Indian makers of generic drugs, 
stands to benefit India, which is however, are certain to find their 
trying to attract scientists of Indian efforts to sell copies of the drug in 


origin back to its shores. overseas markets blocked. 


The Global Outlook: What The Numbers Foretell 


South Asia's growth is on a steady curve, but high oil prices are a cause of concern 


Global Conditions Real GDP growth 


World Trade Volume К ) } : д Developing countries 5 . : 
Consumer Prices East Asia and Pacific 8.1 8.3 7.8 7.6 14 
G-7 Countries** 1 | й 3 Europe and Central Asia 6.1 12 5.3 5.2 5.0 
United States " t : А : Latin America and Caribbean 21 5.8 45 3.9 3.6 
Commodity Prices (US$ terms) Middle East and N. Africa 5.2 49 48 54 5.2 

Non-oil commodities : : ; : : South Asia 1.9 6.8 6.9 6.4 6.3 
Oil price (US$ per barrel)” 53.6 6 0 51.5 Sub-Saharan Africa 36 45 46 41 45 
Oil price (per cent charge) 42.1 45 -8.0 > | : à 
Manufactures unit export value 
Interest Rates 
$, 6-month (per cent) 
€, 6-month (per cent 








































Developing countries 
Excluding transition countries 
Excluding China and India 





* Canat 


* Unit value index of m 


World 
Memo item: World (PPP weights)! 
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"Look at the social impact eBay has had. 
Hundreds of millions of people have learned 
that they can trust complete strangers" 

eBay founder Pierre Omidyar, in Fortune 


“If you give your people too much direction, 
you won't get any surprises, and as a manage 
I like to be surprised” 

Lenovo's chief designer Yao Yingjia, in BusinessWeek 


"Agriculture is not the only topic in Hong 
Kong. (at the WTO meet); it can't be the only 
topic” 

World Bank President Paul Wolfowitz, to Reuters 


“You will either have to trust the corporate 
sector or not. Our basic approach is to have 
trust in it, accompanied with an intention to 
ensure accountability” 

Minister of Company Affairs Prem Chand Gupta, i» 

The Financial Express 


“China has no business making steel. We can 
beat the hell out of the Chinese” 
Tata Steel Managing Director B. Muthuraman, in Business Lir 


“E-mails get in the way of serious 
consideration of what you want to do” 
Irish musician and Live8 organiser Sir Bob Geldof, to BBC 


“Globalisation is a fact of life. We either have to 


deal with it or it will engulf all of us” 
UK Foreign Minister Jack Straw, to AFP 


“It seems like the rest of the world has figurec 


it out. When are they going to figure it out?” 
Analyst Maryann Keller, referring to.US auto giant General Motors 
to Reuters 


“If there is one sector which appears 


intractable, it is the power sector” 
Finance Minister Р. Chidambaram, in Business Standard 


“ATM charges are simply another example of 
the poor paying more—they are pay ing high 


price just to access their own money’ 
Claire Whyley, of the UK's National Consumer Council, to WB 
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SINKING PRODUCTIVITY 


| PROBLEM: Their fleets work hundreds 

` of miles offshore, but can't afford to 

` be disconnected from crucial company 
date. Need а better way for employees 
` to shave information and stay in the 

| loop. They have one (T guy. 


— | SOLUTION: Software and services from 
: the IBM Express Portfolio" that can 
| quickly improve employee productivity 
hy consolidating data. And help from a 
local (BM-certified solutions provider i 
` with wholesale experience and sea legs. 
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Acquired: By 
telecom major 
Vodafone, the 
(enabling) permis- 
sion of the Indian 
government to 
hike its stake in 
Bharti Enterprises, 
the company that 
owns a 45.9 per cent stake in Bharti 
Tele-Ventures (India's largest mobile 
telephony company), should both 
partners agree to do so. Vodafone 
(CEO Arun Sarin, above) recently 
acquired a beneficial 10 per cent 
stake in Bharti Tele-Ventures. 


Murdered: Indian Oil Corporation's 
Sales Manager, Manjunath 
Shanmugam, 27, by the owner of a 
petrol station in Uttar Pradesh. The 
retail petrol and diesel business in 
parts of Uttar Pradesh is controlled 
by the mafia. Over the past few 
months, Shanmugam, an alumnus of 
the Indian Institute of Management, 
Lucknow had shut down two petrol 
stations for selling adulterated fuel. 


Ranked: India as the #1 location in 
consulting firm AT Kerney's Global 
Services Location Index, a listing of 
companies in terms of their standing 
as preferred ‘offshoring’ destinations 


GOING, GOING, GONE 








for IT and IT enabled services. China is 
ranked #2 and the United States #11. 


Announced: By the International 
Labour Organization, that it is consid- 
ering laying down norms (in terms of 
work conditions) for call centres and 
business process outsourcing firms, 
amidst widespread reports of people 
working in 'sweat-shop' conditions in 
companies engaged in such busi- 
nesses. There are fears in some quar- 
ters that the norms, when they are 
stipulated, could be used by some 
countries as a 'barrier' against out- 
sourcing work to companies in coun- 
tries such as India. 


Rated: Reliance 
Industries 
(Chairman 
Mukesh Ambani, 
left) above India's 
sovereign rating, 
by international 
rating agency 
Standard & Poor's. It is rare for 
companies operating in a country 
to receive a rating higher than the 
sovereign rating. Reliance is the 
third Indian company after software 
services firm Infosys Technologies 
and steel major Tata Steel to 
receive this distinction. 


CTUALLY, THAT'S NO PUN ON THE STATE 
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Korn/Ferry's Reilly: “India is short 
of experience" 


NDIA'S STILL-YOUNG EXECUTIVE SEARCH 

business has suddenly grown up. 
Segmentation and differentiation are 
sure signs of maturity and Korn/Ferry 
International's launch of Futurestep, its 
seven-year-old global company that 
headhunts middle managers across 
sectors, in India last month is as text- 
book a case as segmentation gets. 
Currently, there are just a few com- 
panies that operate in this space; 
ABC Consultants and Manpower 
Services India are two. What makes 
middle management recruiting hap- 
pening is the booming economy and 
the fact that there aren't too many 
middle managers around. "Senior and 


AS the state-owned Great Eastern 
Hotel, once one of the best hotels in this 
part of the world. It was spoken of in the 
same breath as Singapore's Raffles. Since 
1975, and its acquisition by the state 
government—the acquisition was driven by 
the desire to prevent it from falling into hard 
times—the hotel has gone to seed, and its 
acquisition by Lalit Suri's Bharat Hotels 

| may well be for the best. Suri plans to 
pump in Rs 120 crore to turn the hotel into 
a 250-room heritage property. The trade 
unions (employees received golden hand 
shakes) are happy; so is the government 
And to think this happy ending was effected 
in Red bastion, West Bengal 


middle management talent is short 
for different reasons across the world," 
says Paul Reilly, Chairman & CEO, 
KorryFerry International. "India is short 
of experience-(d middle managers), 
while Europe and the Americans are 
short, demographically." Could Indian 
middle managers (those of whom are 
experienced) fill in vacancies in 
European and American companies? 
Well, Futurestep's Indian operations 
are to be headed by Asim Handa, a 
veteran of the Business Process 
Outsourcing industry and he knows a 
thing or two about that. 

AMANPREET SINGH 


RITWIK MUKHERJEE 
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HSIL. (An ISO 9001, 14001 OHSAS 18001 certified company.) 

HINDUSTAN SANITARYWARE & INDUSTRIES LIMITED New Delhi: Tel: (+91-11) 25854656, 55960160-64. Fax: (491-11) 25785278. E-mail: delhithi 
Kolkata: Tel: (+91-33) 22487406, 22487407. Fax: (+91-33) 22487045. E-mail: hsikolsale@somanyent.com Mumbai: Tel: (+91-22) 22044766. : 
Telefax. (+91-22) 22022247. E-mail mumbai@hindware.co.in Secunderabad: Tel: (+91-40) 27848416, 27848417, 27848419. Fax 
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E-mail: chennai@hindware.co.in Pune: Tel: (+91-20) 4019340. E-mail: pradhan@hindware.co.in Ernakulam: Tel: (+91-484) 2207016. E-mai 
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ITC. Working for you. Working for India. 
The Wills Lifestyle way. 





Discover a complete fashion wardrobe and enjoy a truly international experience at Wills Lifestyle, 


ITC's nationwide chain of exclusive specialty stores. 

This Fall/Winter, enjoy the change with the story of elegance and vibrant fashion. Indulge in the finest 
Cotton and Linen shirts, designer Jackets, luxurious Shamir Cashmere, superfine Merino wool, sensuous 
Silk, fine Leatherwear and fashion accessories. 

Wills Lifestyle symbolises ITC's commitment to create brands that enrich the quality of life for every 


Indian. Because our people and our country deserve nothing but the best. 
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ITC Limited 
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Biotechnology Buzz 


A Yes Bank survey analyses India's biotech sector. 


The Biotech Pie 
‘At 40 per cent, Biopharmaceuticals i is the 
largest segment. 


Clinical Das 


Biopharmaceuticals 
ae 7 > Services 


Agricultural 
and Industrial © 
Biotechnology S Sector | 


Outsourced 
[ Research Services 


Figures | 1 percent 





т indian Biotechnology sector crossed the $1 
billion (Rs 4,500 crore) mark in 2004 


mitis currently at 2 per cent of world market. 


W jt is expected to grow by 25-30 per cent over 
the next five years out performing global 
growth of 12-16 per cent | 


Market Segmentation 


The figure below captures the broad break-up of Indian Biotechnology sector in terms of 
the market size and select players in each of the segments. 


Total Market Size: 
Rs 4.700 crore 


The Sample of players 
in the market 


iL yd i 
Piramal Panacea, Bharat Serums & Be 
Vaccines, Biological Е, GSK, Wyeth. etc. 





Sub Segments 





ш Aurigene Шу We SIRO 
ж Reliance Clinical Research Services 
ж уга Labs — Chembiotek etc. 


w Clinical trials d 
1а Contract Manufacturing: 


и Compound Discovery 





Pure Bio- {T Cos 


Contract Research 





38 Novo Nordisk 
w Novozymes: 
W Advanced Biochemicals etc. 





s Mayo Monsanto seeds 
"m Nath Seeds- 
M Emergent Genetics :. 

Ж Ankur Seeds 

AM Nuziveedu ES 








Source: YES Bank Indian Biotechnology industry Report 2005 É 










1394 ENYN 


bt coverstory 







ЕЕ 
| 


V. | ex EE WestBridge ба لر‎ 
ples Partners Sumir Che ha 
and K.P Варта aret е 
only India-focussec 
venture їп s to be 
still Бей іп T lig money on 
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IKE SAMUEL TAYLOR COLERIDGE’S ANCIENT 

Mariner, the small entrepreneur in India faces 

a tantalising situation. There's a flood of 

money coming in by way of private equity, or 

what is called alternate asset class in the world Portfolio Comp 
of high finance, and yet there's very little going around Date of inves 
for people who’ve got great business ideas, but no 
money to start up. It is estimated that Just about 10 
per cent of all money coming in this category will go to 
new firms. That shouldn't surprise anyone. Ever since 
global venture firms burnt billions of dollars stoking 
the dotcom mania of 2000, they've steered cleared of any- 
thing that smells like a start-up. Result: less than a dozen 
new businesses got funded this year. 

Yet, there's one Bangalore- and Us-based venture 
firm, WestBridge Capital Partners, that has kept the 
faith. Unlike others such as the Delhi-based ChrysCapital 
or ICICI Venture, which started off as venture firms, but 
quickly switched to investing in medium to big companies, 
both listed and unlisted, WestBridge has stuck to start-ups. 
Over the last five years, it has invested in 19 of them, with 
six joining its portfolio this year alone. If that doesn't 
sound impressive enough, consider that of the 10 start-ups 
funded this year, WestBridge backed half of them at a total 
investment of $34 million. 

Is WestBridge being brave or foolish? Neither but 
smart, their investors seem to be saying. In August this 
year, the venture firm announced the closing of its sec- 
ond fund, mopping up $200 million from investors (or 
limited partners) such as Princeton Endowment 
Foundation, Duke University Foundation and Hewlett 
Foundation. For a firm that hasn't made a single exit 
from investments in its Fund-I portfolio (which means 
investors have no way of knowing how good an investor 
WestBridge is), it’s nothing short of a miracle. Says 
Sumir Chadha, Senior Managing Director and co- 
founder based in Silicon Valley: “It might seem unbe- 
lievable, but we closed our second fund in a record 
two months.” To be sure, the red hot India story is 
part of the reason. Even so, VCs typically take anywhere 
: between six months and one year to wrap up a fund. 

There's little doubt that 2005 has been a year when 
WestBridge went into overdrive. In January, it invested 
$1.5 million in Silicon Valley based serial entrepreneur 
Bala S. Manian's ReaMetrix, a biotech contract research 
firm. That was followed by investments in Brainvisa 
Technologies (an HR BPO firm) and Dr Lal PathLabs 
(healthcare diagnostics). Last two months alone, 
WestBridge struck three deals: It put $5.7 million in 
Royal Orchid Hotels (a hotel management company), $7 
million in Times Internet (India's largest consumer internet 
play) and $1.5 million in Nazara Technologies, which is 
an early stage wireless content company that holds 
mobile content rights for cricketer Sachin Tendulkar. 


THE WESTBRIDGE PORTFOLIO 


From IT-based services, it has diversified inte healthcare and hoteis. 
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TEAM WESTBRIDGE 


Besides the co-founders, Sumir Chadha and K.P. Balaraj 
the firm has three partners, all of whom are of 2001 
vintage and based in the Bangalore office 


Sandeep Singhal/ Managing Director 
Singhal, a graduate from IIT Delhi and an MBA from the Indian 
Institute of Management, Ahmedabad, serves on the board of 
four portfolio companies—AppLabs, Strand Genomics, 
ReaMetrix and Dr Lal PathLabs. Prior to WestBridge, he 
was an engagement manager with The Boston Consulting 
Group, where he evaluated new business opportunities and 
advised clients in pharmaceuticals, financial services and 
the technology sector. Singhal started his career as a man- 
agement trainee with Hindustan Lever Limited, where he 
was involved in 11 product launches targeted across different 
customer segments. 


Surendra K. Jain/ Managing Director 
A gold medalist from IIM, Ahmedabad, Jain had co-founded 



















Before 2005 is rung out, the firm hopes to announce 
another three deals in the Internet and software services 
space, and next year plans to rack up at least a dozen 
venture capital deals. Says K.P. Balaraj, co-founder 
and Managing Director, who heads India operations: 
“If you look at it, we are the only firm in the venture 
funding space. We don't have much competition." 


Bucking The Trend 

Not following the VC herd into private equity wasn't 
easy for WestBridge. The first two years after it opened 
shop were painfully slow. It managed to invest just a quar- 
ter of the $135 million it had raised in Fund-I. “We were 
very cautious and we stayed away from dotcoms,” recalls 
Chadha. Ironically, it was a risky strategy too, because 
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MeraNet, an application service provider offering contact man- 
agement solutions to wireless service providers and portals, when 
he was on the campus. It later shut down. “It was a Web 2.0 
company way ahead of its time,” says the IIT Delhi engineer. 
Previously, Jain had worked with the Pentium Il design group 
at Intel in the US and the semiconductor product group at 
Motorola. He led the firm's deal with Times Internet Ltd. 


Rishi Navani/ Managing Director 

Wharton-grad Navani serves on the board of Integreo, a 
portfolio company. He was a member of the 
IT/Communications investment team at Patricof & Co. Ventures 
Inc., part of Apax Partners, a venture capital fund with $12 bil- 
lion under management. While there, he was responsible for 
early stage investments in software and wireless companies 
such as Jamdat Mobile. Navani, who had earlier worked at 
IndOcean Ventures, an affiliate of Soros Fund Management and 
Chase Capital, and also at A.T. Kearney and McKinsey & Co., 
led WestBridge's recent investment in Nazara Technologies, 
a wireless content company. 


once a firm has raised money, investors expect it to 
start investing. The longer a firm sits on the fund with- 
out investing it, the greater the pressure on it to find an 
investment that will pay off in, say, three years instead of 
seven to eight years, which is the typical life of an 
investment. Picking their way gingerly through littered 
dotcom carcasses, Chadha and Balaraj turned their focus 
on IT products and outsourced services. Their first 
investment, in 2001, was in a company called Tarang 
Software, a niche software services firm in financial 
services and content management verticals, where they 
put $1.9 million. It took 15 months to make the next 
investment, which happened in April 2002, when 
WestBridge backed July Systems (it invested $5.6 million 
in two rounds), followed by Zenasis Technologies ($0.7 


million) and Strand Genomics ($1.9 million). “That was 
a time when venture capital as an asset class was being 
questioned in India,” recalls Balaraj. “We debated if we 
should remain venture-focussed.” 

Yes was the eventual answer, for a couple of rea- 
sons. One, WestBridge’s investors themselves were 
people who strongly believed in venture capital and, 
two, so did its managing partners. All that was 
required was to pick investments selectively. The 
idea was to build a quality portfolio, and wait and 
watch. Sacrificing the number of deals for quality, 
WestBridge went about finding winning horses such 
as ICICI OneSource and Indecomm Global Services. 
Today, the former, where the firm invested $12.8 mil- 
lion, is the third biggest BPO firm in India after 
GenPact and wns, and planning an IPO next year. 
According to industry estimates, WestBridge could end 
up raking in between $36 million and $48 million, 
should it decide to fully exit. Indecomm Global 
Services may prove to be another good bet, although 
its founder and former Hindustan Lever Ltd's lister 
(Lever jargon for a fast-tracker) Naresh Ponnapa 
didn't even have a business plan together when 
WestBridge came knocking on his door. *I wasn't 
even sure which business to start when we teamed 
up,” laughs the 48-year-old Ponnapa. 

That was in 2003, but since then Indecomm 
(spotted by BT as one of the 20 Companies to Watch 
in 2004) has built a unique position for itself in the 
BPO space and Balaraj claims that in the last few 
months there have been at least five offers to acquire 
the company. Needless to say, all of them were 
turned down by the promoters. *We were tempted 
many times, we could have made four to five times 
our money," says Balaraj. *But the biggest mistake 
would be to sell your best investments too early," he 
adds. Indecomm doesn't do plain vanilla BPO job, but 
works for some of the world's largest mortgage and 
financial services firms, offering them proprietary 
data processing platforms. And apparently, most big 
BPO firms are on the lookout to acquire a company 
like Indecomm. WNS, for example, recently paid $70 
million to acquire Trinity Partners, a firm in the 
same space as Indecomm, but much smaller in terms 
of revenues. 

Another potential money-spinner in the 
WestBridge portfolio could be marketRx, a New 
Jersey headquartered high-end pharmaceuticals BPO 
company, with a product development office in 
Gurgaon. Its clients include the top 10 pharma giants 
of the world, and the CEO and founder Jaswinder 
Chadha (no relation to Sumir Chadha) is consid- 
ered a prized catch. The irr Delhi alumnus is con- 
sidered to be a pioneer in “building advanced 






Networks, Persistent rei and Nipuna. 


v UTI Venture Funds аас отрапу 


+ Intel Capital 


Part of Intel, it's a corporate venture group and invests out of 
the.company's balance sheet. The fund in India, headed by 
Kumar Shiralagi, has invested in companies such as Tejas 


The venture capital and private equity arm of the Unit Trust of 
India (UTI) Group started off as a pure venture capital company. 
Its ITVUS, a venture capital fund with interests in technology, 
life sciences and outsourcing sectors, has investments in 
Glenmark Labs, Subex Systems and FourSoft. Of late, the focus 
has shifted to private equity, with its Ascent India Fund raising 
Rs 700 crore for investing in mid-market companies from 
sectors like auto ancillary, pharma, textiles, business process 


outsourcing, and piel and convergence technology. 





v Y CanBank Nadie Capital Fund 


It recently launched Bharat Nirman Fund, which has a corpus 
of Rs 55 crore, aiming to fund start-ups in manufacturing and 
services sectors. It also has three other funds that were 
launched in 1989 (Rs 16.42 crore), 1998 (Rs 10.5 crore) and 
2001 (Rs 30 crore). It's in the process of exiting the first fund, 
while the other two are operational with the corpus almost tied 
up for investment in start-ups. 





















Indecomm Global Services’ Ponnapa: WestBridge 
backed his BPO at the conception stage 


n analytical tools for designing pharma sales forces". 
| But like every venture capital firm, WestBridge 
" has its share of poor performers, if not lemons yet. For 
4 instance, Emagia Corporation and July Systems haven't 
hr. shown the kind of growth that some others like 
ї Indecomm or ICICI OneSource have. Emagia, a re- 
E ceivables management company, is going through a 
tough time in the Us market, where large corpora- 
4 tions only want to work with big firms such as sap, 
р Oracle, or Івм. That’s putting the squeeze on smaller 
1 firms like Emagia. July Systems, on the other hand, is 
и said to be struggling because the revenue share model 
| in wireless content space is yet to be established. 
Therefore, despite having a reputed management team 
| (Ashok Narasimhan is its CEO), July Systems is stymied 


by the industry environment. Like any vc, WestBridge 
may be betting on the fact that the winning bets will pay 
off enough to make up for some losses. 


India, Here We Come 

Who are Chadha and Balaraj, and where do they 
come from? The co-founders’ association goes all the 
way back to Harvard Business School (HBs), where 
they were in the Class of 1997. Thereafter, they ended 
up working at Goldman Sachs, but in different divisions. 
While Chadha was part of the venture group, Balaraj 
(better known to friends as KP) worked in the private 
equity group. “I was always interested in India,” says 
Balaraj, who split time between Hong Kong and New 
York. Prior to joining HBS, Chadha, son of an IFS offi- 
cer, had worked with McKinsey and was part of the 
team that set up the consultancy's operations in India 
in 1994, When Chadha and Balaraj set up shop in India 
back in 2000, they were barely 30 (yes, both are of the 
same age), and their idea was to set up a Us-India ven- 
ture capital firm with offices in Bangalore and Silicon 
Valley, the centres of tech innovation and start-ups. The 
duo raised their first fund in just three months, and even 
roped in Goldman as an investor. There was a third 
founding partner and a colleague from Goldman, Raj 
Dugar, but he left WestBridge in 2003, and is now a 
director at the Carlyle Buyout Group in Mumbai. 
Between Balaraj and Chadha, it is the latter who is 


VCs WAITING IN THE WINGS 


HEN MOST OF THE INDIA VCS (EXCEPT, OF COURSE, WESTBRIDGE) HAVE EITHER 
lit We down or tweaked their investing focus to private equity, many 
[ foreign VCs are training their guns on India. Draper Fisher Jurvetson 
Р recently set up an India fund of $200 million purely for early stage investments. 
Bessemer Venture Partners (BVP), which set up shop in India, recently invested 

2 in Rico Auto and in BA Systems, a telecom software company, which has 
operations in both California and India. Promod Haque's Norwest Venture 
ү Partners (NVP) is believed to have invested $20 million in Pune-based 


Persistent Systems, an outsourced software product development com- 

pany. NVP focusses on early stage investments in information technology and 

manages more than $1.8 billion in venture capital out of its Palo Alto office. 

Then there are others like Battery Ventures, SoftBank Asia Fund, Charles River 
, Ventures and Sequoia Capital, who are actively scouting for deals in India. 
k Recently, July Systems secured $10 million in a third round of funding from 
a group of VCs led by Motorola Ventures, the venture capital arm of 
Motorola, along with existing investors like Charles River Ventures, NeoCarta 
Ventures, and WestBridge, JumpStartUp and SVB Financial Group. In April 
this year, Nokia Growth Partners, which invests in mid-to-late stage cornpanies, 
put in $3 million in the telecom R&D outsourcing firm Sasken Communi- 
cations. Last year, Nokia's early stage VC, Nokia Venture Partners, had taken 
stake in Pune-based Nevis Networks. Says Anand Sridharan, Associate, BVP, 
"There is an increasing interest among US VCs about India." 


FF 





Norwest Venture Partners’ Haque: 
Stepping up India focus 
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pioneering innovations like common rail diesel fuel injection system and gasoline direct injection, 
elps automobile engines burn fuel more efficiently. Bosch invests billions of euros to enhance 
performance and safety. In India, Bosch and Mico are working together to ensure your а 


hi 
vehicle has access to the world's best technology. Bosch, the largest auto component supplier in the 
world and Mico, the largest in India, will together make mobility Clean, Safe and Economical. That's The 


power of We - giving you the best of both worlds. So that you can drive much farther for a lot lesser. 
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CVCI's Relan: Venture funding is not his cup of tea 


said to be the primary fund raiser. He is believed to have 
tremendous contacts within the us financial community, 
a reason why raising their Fund-II was a cakewalk. Says 
Chadha: “Our target was $200 million for Fund-II, but 
we had a demand for $300 million. We turned down 
the rest, since our focus was to improve returns and not 
grab higher management fee." WestBridge gets 2.5 
per cent (per annum) of the fund as management fee, 
the highest for any vc in the country, plus 20 per 
cent of the profits. Balaraj, a national junior champion 
in tennis (1984) at the age of 13, is considered an active 
investor with greater boardroom involvement. Says 
Ponnapa of Indecomm: *What I like about these guys 
is that they are very financially savvy investors, but at 
the same time constructive and helpful." 

That's actually the bigger role a УС is expected to 
play. Investing money is the easy part, but taking the 
investee company through the problematic initial phase 
is the hard one. Often, for instance, the original busi- 
ness plan may not work, or the company may need ex- 
perienced executives that it can't woo on its own 
steam, or references may be required to open a few cus- 
tomer doors. This is where WestBridge's handpicked 
team of three non-promoter managing directors (see 
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WHY VENTURE FUNDING 
WENT OUT OF FASHION 


IRCA 2000: IT WAS ALL VENTURE CAPITAL AND PRIVATE EQUITY HADN'T 

even entered the Indian investment lexicon. ChrysCapital 

was purely a venture capital firm then. It had invested in 
some 10 dotcom firms—many at the business plan stage, and 
several at the early stage. ChrysCap had to finally write off 
investments in at least five of them. Citigroup also had to write 
off losses in three or four firms. Circa 2005: both the VCs are now 
pure private equity firms. They don't invest in early stage deals, 
let alone at the concept stage. Now they are hungry for either pub- 
lic market companies or those who are going in for a pre-IPO pri- 
vate placement. Says Ashish Dhawan, Senior Managing Director, 
ChrysCapital, "Theoretically, early stage investments should 
generate more returns. But private equity firms have generated 
more retums in India." Dhawan says one needs to look at the phe- 
nomenon "from a 10-year cycle". For instance, in the US, 
everybody shunned private equity in 1996 and embraced ven- 
ture funds that gave internal rate of returns of 60 per cent. But 
in 1999-2000, venture funds had the most pathetic performance, 
with the tech markets crashing and market cap worth billions of 
dollars going down the drain. Dhawan, who is said to be raising 
a massive $500-700-million private equity fund, is not running 
down venture funds yet, saying the risky asset class will have its 
day someday. But, Ajay Relan, Managing Director of Citigroup 
Venture Capital Intemational (CVCI), says, "India still does not have 
the M&A environment for VCs to exit from their investments.” 


Team WestBridge) and its continued us presence help its 
investee firms. Take the case of Feroze Waheed of 
Astra Business Services, where WestBridge has invested 
$6.2 million. He came to them via Sierra Ventures, a US- 
based vc, looking to set up a base in India. “WestBridge 
not just put money in my venture, but also helped me 
rope in key executives and made some valuable intro- 
ductions,” says Waheed, 57, a Pakistani-American. For 
Bala Manian, the СЕО of ReaMetrix, which received 
funding from WestBridge early this year, it was not 
money that mattered: “WestBridge is helping me relearn 
India,” says Manian, who left the country in 1967. 
Chadha’s day-to-day presence in the us has helped 
WestBridge build relations with top vcs in the us such 
as Sequoia Capital and Charles River Ventures. There 
is an increased interest among US VCs to invest in India, 
but they are unfamiliar with the lay of the land. 
WestBridge comes in here with that perspective and 
leads co-investments. July Systems recently received 
series B funding of $10 million from a group of venture 
capital firms including Motorola Ventures, Charles 
River and NeoCarta, besides WestBridge. “We are 
usually the first investor, we take in the major risk, and 
then bring in the follow-on investors,” says Chadha. In 
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another co-investment deal (yet to be announced) 
WestBridge has put in $8 million in Bharti TeleSoft, a 
telecom software company owned by the Delhi-based 
Mittals, along with Sequoia Capital, which put in $6 
million. There are more such deals in the offing. 


Now It Will Get Crowded 
A cautious approach, while it has helped WestBridge, 
has also resulted in terrible misses. The firm dithered on 
investing in Daksh eServices when the BPO went in 
for a second-round funding because they thought the 
asking price was too high. Rivals Actis and Citigroup 
Venture Capital International (CVCI), however, went 
right ahead, and made a killing when 1ВМ snapped up 
Daksh last year for $153 million. The other miss that 
Balaraj rues about is PortalPlayer, a Hyderabad-based 
company that makes software for Apple's iPod. Now 
listed on the NASDAQ, PortalPlayer boasts a market 
cap of $400-500 million. Admits Balaraj: “In hindsight, 
we think we should have been more aggressive." 
Going ahead, competition will get stiffer still for 
WestBridge. An estimated $150 million is coming in from 
Us vcs (see VCs Waiting In The Wings), besides which 
domestic players like JumpStartUp and Canbank Ventures 
are raising money to invest in start-ups. With more 
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THE HARVARD BATCH OF 1997 


Т: 1997 BATCH OF THE MBA PROGRAMME АТ HARVARD BUSINESS 


School (HBS) has a special position in the Indian venture cap- 
ital and private equity world. Six Indian graduates of that batch 


are at various positions in some of the leading venture capital or pri- 
vate equity firms in the country. Sumir Chadha and К.Р. Balaraj co- 
founded WestBridge Capital in 2001. Ashish Dhawan and Raj 
Kondur co-founded ChrysCapital in 1998. Kondur, however, 
parted ways with Dhawan and private equity in 2002 and started 
a BPO firm, Nirvana, in Bangalore. Meanwhile, Dhawan had 
roped in another HBS batchmate of his, Brahmal Vasudevan, to 
ChrysCap in 2000. Dhawan had also worked with his batch- 
mate, Shujaat Khan, in the firm in the early days. Khan, however, 
moved on and has floated a private equity fund—Blue River—along 
with the founders of Edelweiss Capital. He is currently raising a 
$100-million fund. Then there is Javed Khan of the same batch who 
is now the #2 at Blackstone India. An addendum to this is that 
Chadha, Balaraj and Dhawan had worked together at Goldman 
Sachs in the US prior to their current roles—although in different 
departments—in venture, private equity and public market groups, 
respectively. Bajaj Auto’s Executive Director (Finance) Sanjiv Bajaj 
also passed out of HBS in 1997, and he is currently a big player 
in the Indian public market, with the group's investments valued in 
the range of Rs 4,000 crore. Although not of the same batch, 
another HBS alumnus donning an important private equity role in 
India is Manish Kejriwal, MD of Temasek India Advisors. 


money chasing entrepreneurs, deals will get expensive and 
WestBridge won't have the luxury of taking its time over 
deals. That will necessarily impact the quality of its 
portfolio. Already, there are those who think 
WestBridge’s model may not be practical in the long run. 
“India is not mature enough for venture investments. 
There aren’t many exit options,” says Ajay Relan, 
Managing Director, CVCI. Adds Ashish Dhawan, Senior 
Managing Director, ChrysCapital: “The positive is they 
(WestBridge) have world-class investors. The negative is 
they don’t have exits yet. But it will happen over time.” 

Then, there are those who question WestBridge’s 
focus of late. Recent deals like Orchid Hotels, Times 
Internet and Dr Lal PathLabs are as varied as chalk and 
cheese. Points out a competitor: “WestBridge’s second 
fund seems to have a different charter altogether from 
their earlier fund (which focussed on early stage tech 
companies).” But Balaraj defends the investments, say- 
ing that the charter has only been broadened to capture 
the high growth domestic services business and the core 
of the firm as a venture investor will remain. “As far as 
venture investments are concerned, our investors have 
a long-term view of India,” says Balaraj. For the sake of 
all men and women out there with business ideas, 
let's hope he's right. 8 
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It has no shows 
in the top 50, no news- 
to-movies bouquet like 
its rivals, or even a 
long-term strategy for 
distribution. So what 
is Sony Entertainment ee 
Television waiting for? = 


ARCHNA SHUKLA Sony TV's Dasgupta: Happy to be #2? 
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VEN BY THE ENTERTAIN- 
' ment industry standards, 
Sony Entertainment 
Television's (sET) 10th - 
anniversary bash. on 
October 22 in Mumbai was a spec- 
tacle to watch. Stars from its popu- 
lar shows such as Jassi Jaissi Koi 
Nahin, Yeh Meri Life Hai and CID 
walked the ramp, contestants from 
its reality shows Indian Idol and 
Fame Gurukul belted out numbers, 
as did Canadian-born, uk-based 
rapper Raghav, who was flown in 
especially for the occasion. Kunal 
Dasgupta, SET’s CEO, was of course 
happy at his television company 
completing 10 years in India, but he 
was possibly happier for the chief 
. guest he had managed to rope in— 
Sony Corporation’s worldwide СЕО 
of six months, Sir Howard Stringer. 
The significance of his visit wasn’t 
lost on anyone. Not only was Stri- 
nger the first Sony CEO to visit India 
іп 10 years, but he was also фе 
man who headed Sony's movie. busi- 
ness in the Us prior to his elevation 
and, therefore, very interested in 
г entertainment business. “It feels like 
an orphan has finally been 
adopted,” a jubilant SET executive 
told this writer, summing up the 
mood within the company, which is 
the only Tv network Sony operates 





Hindi Movies 





anywhere in the world. 

It's easy to see why the SET hon- 
chos are on a high. Finding an ally 
as powerful as the CEO apart, the 
network’s weekly gross rating points 
(that is, total television rating points, 
or TRPs) are up at 100-120 versus 
70-80 а year ago, thanks to new 


shows such as Indian Idol and Fame 


Gurukul. Better still for set, the 
gains in viewership seem to have 
come at the cost of leader sTAR TV, 
whose GRPs have slipped to 280- 
300 from 380-400. That means its 
#2 position, held for the last four 
years, is under no immediate threat 
from Zee Telefilms. What's more, 
SET's GRP gains are showing up on its 
books. Its advertising revenue, 
which accounts for 70 per cent of its 
total earnings, jumped 40 per cent 
last year after clipping at 30 per 
cent the previous three. 

So Dasgupta, CEO of 10 years, 
should be sitting pretty, right? Well, 
not quite. He's got issues to deal 
with, the most pressing of which 
is the possible coming on board of 
new financial or strategic investors. 
A group of shareholders—including 
actor Jackie Shroff, World Media 
Group's Sudesh Iyer and Raman 


‘Maroo of Shemaroo Film—that 


owns 32 per cent stake in SET wants 
out. The network won’t buy them 


КҮ ыу гей like Adlabs 

















out and it won't make a public of- 
fering either (there's been talk of 
one for the last five years), leavi 
the investors with little choice, “Ws 
invested in SET 10 years ago hoping 
to reap a rich dividend eventually. 
Since the IPO doesn't seem to be 
happening, we are looking at other 
options,” Shroff told Br over the 
phone during a shooting break in 
London. 
Among the buyers being talked 
tois Anil Dhirubhai Ambani of 
eponymous enterprise. Both SET 
and ADAE have rubbished the rep 
as tittle-tattle (however, Sirin 
did make time to meet with Amb 




























during his visit), but Ambani's 4 


rest in media äng me 


Films and Prime Focus. He also 
plans to launch a direct-to-home 
network and may well fancy the 
idea of landing a significant position 
in the #2 television network. 

The only hitch could be sets 
valuation. According to Shroff & 
Co’s own valuation of $1 billion 
or Rs 4,500 crore, a 32 per cent 
stake may cost Ambani $320 million 
or Rs 1,440 crore. (Some analysts, 
however, believe that SET is worth at 
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INTERVIEW/HOWARD STRINGER/ CEO/SONY CORPORATION 


` “ENTERTAINMENT IS A CORE - 
BUSINESS FOR SONY" 


SONY CORPORATION'S WORLDWIDE 
CEO Sir Howard Stringer was in 
India recently to celebrate Sony 
Entertainment Television's 10 
years in the country. BT's R. 
Sridharan and Archna Shukla 
caught up with bim to know 
about his plans for different busi- 
nesses of Sony in India. Excerpts: 





Is SET turning 10 a big enough occ- 
asion for the worldwide CEO to drop 
by, or is there more to it? 

It is a big enough occasion for 
us because SET India team has 
put us on the entertainment 
map in ways we are not present 





VHHAW NYATA 


anywhere in the world. 


SET versus SET may have done well in the last 10 years, but when compared 
with other competitors, it lags behind on many fronts. 

1 don’t agree with that. We are very competitive in India. With STAR it 
has just been a difference of one show (Kaun Banega Crorepati). If we had 
bought the Millionaire title like we bought Idol and Fame, we would have 
remained the number one network as we were before. 


Are there any specific goals you have set your team here in India? 

All I can see right now is that our content here is very strong and it can 
drive our hardware sales. But we do have some plans for our films busi- 
ness. We are looking at opportunities of co-production with Bollywood 
directors. We feel that Indian creative content is really world-class and 
it's time it got its due in international markets. 


Talking about hardware, India doesn't seem to be a big focus for Sony, especially 
after you discontinued manufacturing here some lines of consumer electronics. 
Closing down of factories and laying people off is not something that has 
happened only in India. We have done it in many other markets. And that 
essentially has got to do with the shift in our focus from analog to dig- 
ital business. Digital strategy is the high-end strategy for Sony. 


There have been talks of Sony wanting to spin off some of its non-core businesses. 
We have made it very clear that entertainment and games are core busi- 
ness for us and consumer electronics is our basic strength. These are the 
three strong pillars of Sony Corp and there is no question of phasing out 
any of these businesses. We are promoting a better coordination between 
all the three and trying to put across a United Front of Sony, where the 
entertainment business will be used to push the sales of hardware. 
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least $2 billion.) From the initial 
talks with Ambani, it seems he is un- 
willing to cough up that sort of 
money. “The stake might (then) 
have to be picked up by some 
institutional investors and, mean- 
while, if the perception about Sony 
improves, we may think of an IPO in 
the next 12 to 18 months," says a 
member of the Shroff camp. 

What the entry of Ambani or 
any other investor will mean to SET 
is hard to say at this point, but ind- 
ustry analysts are agreed on one 
thing: *There are quite a few chinks 
in SET's armour that need to be 
plugged," says Sunir Kheterpal, 
Head (Media and Entertainment), 
Yes Bank. Adds Vivek Couto, Head 
of Research, Media Partners Asia, a 
Hong Kong-based firm that tracks 
media companies across Asia-Pacific: 
*(Unless it addresses those chinks) it 
could be bought by some other cor- 
porate group that focusses on a 
more rounded growth." 


Chinks in the Bouquet 

SET's come a long way since 1995. 
It beat Subhash Chandra's Zee with 
its stupendous programming and 
targeted marketing and built on the 
success of shows like Jassi Jaissi Koi 
Nabin by purchasing (for $5 million 
or Rs 22.5 crore) rights to internat- 
ional titles such as American Idol 
and Fame. It then spent a whopping 
Rs 50 crore on just promoting the 
clones Indian Idol and Fame Gur- 
ukul. As it turned out, the money 
was well spent. *Unique, compelling 
and variety entertainment...and 360- 
degree marketing are the corner- 
stones of our growth," says Tarun 
Капа], Business Head of sEr's flagship 
channel. “It’s not easy for a chal- 
lenger to induce new consumption 
habits among viewers," adds Sandip 
Tarkas, CEO, Media Direction. 

So what's the problem? Despite 
Indian Idol and Fame Gurukul, 
none of sET's shows figures in the 
top 50 programmes on cable and 
satellite channels. While, like 
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Despite being #2, Dasgupta has issues to deal with. 
The most pressing being the possible coming on board 
of new financial or strategic investors 


OneAlliance (SET's distribution arm) 
President Anuj Gandhi argues, the 
SET bouquet is quite wholesome, 
the fact is nine of the 12 channels 
(including three NDTV channels) 
don't belong to SET. 

No doubt, sET's recent acquisi- 
tion of comedy channel SAB Tv has 
been a shot in the arm, but it still 
doesn't have any news or music or 
English movie channels (like Star 
and Zee have), and SET MAX remains 
a hybrid between Hindi movies 
and sports. Its kids channel 
Animax has remained a non- 
starter, and its action channel 
AXN has a limited viewership. 
Result: the flagship channel 
fetches more than half of sEr's 
revenues, unless MAX has some 
high-profile cricket matches on 
air. Also, although Zee is #3 in 
the GRP sweepstakes, it pulls in 
almost as much as STAR’s $302 
million or Rs 1,359 crore in rev- 
enues; SET, by contrast, logged 
$220 million or Rs 990 crore 
last year. It is also less profitable 
than either STAR or Zee (see Low 
Prime Time Ad Rates...). 

SET is said to be in talks with 
Taj TV to buy Ten Sports, which 
has quite a few lucrative sports 
properties under its belt, but until 
the deal comes through, its sec- 


interests in cable and satellite (C&S) 
distribution like STAR (it owns 20 per 
of Hathway) and Zee (owns Siti 
Cable). It has no intentions of 
launching an alternative distribu- 
tion platform like DTH (direct to 
home) either. Both sTAR and 
Subhash Chandra own Tata-Sky 
(20 per cent) and Dish Tv (100 per 
cent), respectively. 

Dasgupta, however, claims that 
these seeming breaches are part of a 
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conscious business strategy. “We 
see no logic in getting into news 
and DTH because of the 26 per 
cent and 20 per cent foreign eq- 
uity restrictions,” he says. “As for 
the English movie channel, we 
are looking at launching one 
soon,” he adds. Not having a dis- 
tribution business, Dasgupta says, 
actually helps SET, since there is no 
conflict of interest with competi- 
tors. “Moreover, there is no band- 
width available with existing 
operators to accommodate new 
channels,” he justifies. 

SET also denies the industry 
buzz that Sony may be contem- 
plating hiving off the broadcast 
business. “SET, in fact, has been 
identified as the cornerstone of 
Sony Corp’s overall growth in 
the country,” claims N. P. Singh, 





ond-biggest money spinner, MAX, 1,200- SET’s Chief Operating Officer. 
will continue to have a splintered 1,000- Stringer has been talking of get- 
viewership for movies and sports. ting the diverse Sony businesses 
“ser is losing out on a big — 90- to present a “united front" in all 
opportunity, as viewership in all gog - markets. Yet, it is early days to 
these genres is growing fast," says predict how successful the strategy 
a former SET executive, currently — *0- will be, and whether a better 
running a high-profile TV net- — 5g. coalition within the group can 
work. “(SET) doesn't have a clear compensate for the weak links 
E strategy for growth," he adds. О STAR India Zee Tele® SET India in SET’s broadcast strategy. For 


the moment, SET seems happy 
being the #2. But Stringer may 
want to take a call on it while the 
going is good. m 
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CHAMPIONS 


India Inc.’s quest for global quality throws up another three winners—Krishna 
Maruti, Rane Engine Valves and Rane TRW Steering Systems—of Japan’s 
prestigious Deming Prize. What makes these companies quality champs? 


BARELY A YEAR AFTER AMERICAN 
quality guru W. Edwards Deming 
landed in Japan in 1950 to teach 
the war-ravaged country how to 
use statistical control techniques 
to make quantum leaps in qual- 
ity, the Union of Japanese Scientists 
and Engineers (JUSE) instituted an 
award in his honour. Over the 
years, the Deming Application Prize 
(or simply the Deming Prize) has 
come to be regarded as the Nobel 
Prize for quality. For good reason. 
It takes years for a company to 
bring its quality systems to a level 
where it will stand JUSE’s scrutiny. 
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It took Sundaram-Clayton, India’s 
first Deming winner, 10 years of 
relentless improvements to win the 
recognition in 1998. That's one 
reason why since then, India has 
produced only a dozen Deming 
winners. Says Sarita Nagpal, a 
quality counsellor with cu, which 
first roped in JUSE to help Indian 
companies achieve total quality 
management (TQM): “Quality is 
not a hardware issue, but about 
changing mindsets.” The CEOs who 
do succeed in changing the organ- 
isational mindset are invariably 
rewarded by Deming’s instant 


recognition around the world. 
Indeed, for India Inc., which must 
make the Made in India label glob- 
ally acceptable, the Deming Prize is 
nothing short of a passport to key 
markets. Yet, winning Deming is 
not the end of the road. Rather, 
it’s the beginning of a journey that 
never really ends. But, how does 
one get started on it and then stay 
the course? For answers, let’s take 
a look at 2005's Deming winners: 
Seating systems manufacturer 
Krishna Maruti, and Chennai-based 
Rane Engine Valves and Rane TRW 
Steering Systems. 


Krishna Maruti team: Ashok Kapur's (front) company is the only seat manufacturer in the world t 


ECEIVING THE DEMING 
Prize is always a proud 
moment, but on 
November 8, 2005, 
when Ashok Kapur 
made his way to the podium at 
Tokyo’s Keidanren Kaikan (home to 
Japan’s business federation) audi- 
torium, there was extra spring in his 
step. His company, Krishna Maruti, 
was not just the first car seating 
company in the world to win the 
Deming Prize for Total Quality 
Management (TQM), but—at 10 
years old—also the youngest com- 
pany in the world to do so. So, 


how did the 59-year-old pull it off? 
“I didn't. Every brain in the com- 
pany contributes to improvements. 
This includes even gardeners and 
sweepers," says Kapur. To make 
his point, he made sure that his 
first worker Ram Pal was part of the 
team that went to Tokyo to receive 
the award. 

Set up in 1994, Krishna Maruti 
embarked on the TQM journey in 
1999 as part of Maruti Udyog's 
(and cir's) second *cluster" of ven- 
dors chosen for quality improve- 
ment. That was also the time when 
a lot of multinational car companies 


and their supplier 


come in Or wer 


Kapur realised that t 
international players, his 
pany would need to man 
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global standards. Soon aft 
Maruti joined the cluster 
Kapur decided that it 


bid for the Deming 
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become a company-wide culture 
only if he could get his employees to 
believe in it and feel responsible 
for it. Therefore, he focussed on 
two broad areas: Changing mind- 
sets, and discipline. “Quality im- 
provement, productivity, control 
over wastage...all this can be done, 
but discipline is something you need 
to embed,” says Kapur. Guess who 
his first victim was? His own son 
Sunandan, who was the first to have 
his salary cut for arriving late to 
work. “He probably thought I was 
joking,” reckons Kapur. The fact 
that Kapur was willing to discipline 
his own son sent a powerful mes- 
sage across the organisation, and 
not the least about the seriousness of 
the TQM initiative. 

To start with, a team of eight 
senior executives, headed by exec- 
utive director of manufacturing Ajay 
K. Bedi, was put in place to drive 
TQM implementation across the seat 
division. The eight executives under 
Bedi were actually heads of vari- 
ous departments such as finance & 
accounts, quality, production & 
MX (supply chain, etc), maintenance, 
personnel & administration, pro- 
duction engineering & R&D, pur- 
chase and marketing. 

While TQM is a fairly stan- 
dardised improvement system and 
all the eight cluster companies had 
the advantage of being advised by 
a Japanese Sensei from JUSE, Prof. 
Yoshikasu Tsuda, the challenge for 
a Deming aspirant like Krishna 
Maruti was to come up with a 
TQM system that was unique to its 
own goals and business realities. To 
quote from JUsE's Deming FAQ, 
*For any company, the shortest 
way to win the Deming 
Application Prize is to manage its 
business in the most appropriate 
manner to the company." 

Thanks to its small and young 
team, Krishna Maruti was able to 
make dramatic improvements in 
quality and productivity. For 
instance, customer rejection (in parts 
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per million), which was at 2,250 
when the company started on its 
TPM journey, dropped to 80 in 
2001-02 and further to 3.6 two 
years later, and now stands at zero. 


Similarly, manufacturing cost, which ` 


stood at a high 10 per cent of sales 
in 2000-01, is at just 5 per cent to- 
day. What's remarkable is that the 
quality and cost improvements came 
on the back of higher productivity 
and reducing manpower. While 
one worker made a little more than 
10 seat sets a day in 1999-2000, 
today the number has jumped to 
15. In fact, Krishna Maruti boasts of 
a worker nicknamed the Human 
Robot, who rolls out a staggering 
1,300 seat frames in one shift. 
Earlier, that would take two shifts. 

Thrilled as Kapur is at winning 
the Deming, he says it would be a 
mistake to pursue TQM just to win a 
prize. He would rather do it be- 
cause that's what he owes his cus- 
tomers. ^When visitors come to 
our plant, they must say that it is 
one of the best plants they have 
seen, even if they don't know that 


we are Deming company,” says. 


Kapur. But he is already beginning 
to get attention from international 
buyers because of his Deming feat. 


For instance, when Kapur got the 


news about Deming (on October 
12), he was in Germany as part of 
a cil delegation, and whichever 
company it visited thereafter 
wanted to meet the Deming winner 
separately. 

Kapur says his next target is the 
Japan Quality Medal, which is open 
only to Deming winners. But don’t 
think he is pitching for bragging 
rights. It’s actually a smart business 
move. In order to win the JQM, 
Krishna Maruti will need to show 
quality improvements every year 
for the next three, when JUSE audi- 
tors will pay another visit. Don’t 


be surprised if the tenacious Kapur. 


ends up impressing them as well. 
REPORTED BY ALOKESH 
BHATTACHARYYA 
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Deming Prize for individuals, was 
asked to conduct a workshop on 
TQM for the top management. 
Washio helped clarify what the 
basic elements of TQM would be. 
Among them were customer focus, 
standardisation of processes, fact- 
based decision making, policy dep- 
loyment to align corporate goals 
with employee responsibilities, and 
total employee involvement. 

An apex team was set up com- 
prising all the company presidents 
and total quality (TQ) coordinators, 
besides group-wide TQ coordina- 
tors. This team would go to a Rane 
location every month and spend 
the day auditing the work done and 
charting out future progress. Soon, 
improvements began to take place 
across the two companies. For inst- 
ance, a shopfloor worker at Rane 
Engine Valves suggested a modifi- 
cation to a Rs 1.8 crore machine 


L. Ganesh: Not just inspection of products, but quality organisation-wide 





that resulted in productivity going 
up by 80 per cent. All that the com- 
pany had to invest by way of capital 
in the modification was a meagre Rs 
1.5 lakh. When Vice Chairman 
Ganesh asked the worker why he 
had not suggested the improvement 
before although he had been work- 
ing there for 18 years, the worker 
simply said, *Nobody asked me for 
ideas before". 

It was a powerful wake-up call 
for the top management, which 
speeded up activities in quality cir- 
cles and discussion groups. *The 
discussions may take more time 
than expected, but the spin-off in 
terms of employee ownership is 
well worth it," says S. Krishna 
Kumar, President, Rane TRW. 
Consider the distance TQM has all- 
owed Rane TRW to travel in a mat- 
ter of three years. In 2000-01, cus- 
tomer line rejections were at 1,766 


ANVYASVNHSIMN 5 


parts per million (ppm), but in 
2004-05, the figure was down to 
171. Ditto, Rane Engine Valves, 
where the customer rejects dropped 
from 1524 ppm to 139 ppm in the 
same time. Says Ganesh: "Quality 
no longer means inspection of prod- 
ucts, but applies ro the entire or- 
ganisation, including the canteen.” 

Having won the Deming, Rane 
isn’t about to sit back and relax. 
Both Rane TRW and Engine Valves 
plan to improve their lean manu- 
facturing systems using the Toyota 
Production System, which focusses 
on eliminating all kinds of wastage 
(including men, materials and ma- 
chines). They also plan to push ex- 
port sales. Says S. Srinivasan, 
President, Rane Engine Valves: 
“Whatever we do must eventually 





Quality@Work: At Rane, it shows 


translate into money." He needn't 
worry on that front. Revenues are 
clipping at both the companies. 
Over the three years, topline at 
Rane TRW has soared from Rs 98 
crore to Rs 310 crore, and at Engine 
Valves, from Rs 106 crore to 
Rs 165 crore. “We now have im- 
proved team work, energetic and 
motivated employees and improved 
organisation alignment,” points out 
Ganesh. That, in fact, is the real 
pay-off for all Deming winners. Ш 
REPORTED BY NITYA 
VARADARAJAN 
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HERE IS A SPRING IN THE STEP OF ALMOST 

every fast moving consumer goods (FMCG) 

marketer these days. In the past two months 

alone, the sector’s best-known company, 

Hindustan Lever Limited (HLL), made over 
half-a-dozen presentations to a clutch of blue-chip for- 
eign institutional investors in Mumbai, New Delhi and 
Singapore. In contrast, there were just five such from the 
company’s investor relations team last calendar, 2004. 
Make no mistake, the feel-good factor is clearly 
back in the sector. After almost three years of a long, dry 
winter, sales growth is back in the Rs 48,000-crore 
FMCG sector. And it looks like it’s here to stay. HLI 
has posted double-digit growth, after almost five years, 
in the past six months, Cigarette-to-hotels major ITC’s 


two-year-old non-cigarette FMCG business grew over 
87 per cent in July-September 2005, prompting the 
company to revise its non-cigarette FMCG target to 
Rs 1,000 crore, up from Rs 800 crore for 2005-06. 


For the same period, Dabur India’s sales are up 26 
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The Rs 48,000-crore 
FMCG sector is finally 
getting over its two- 
year-old sales slump. 

Is it just a buoyant 


economy thing? 
KUMARKAUSHALAM 


A local kirana store: T 
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-per cent and Procter & Gamble Hygiene and Health 
Care's 35 per cent. It's the same happy story of 
.strong double digit growth (see Growth Is Back 
Across The Board), which repeats itself in most 
other companies such as Colgate-Palmolive India, 
Godrej Consumer Products, GlaxoSmithKline 
Consume Healthcare, and Nestle India. 
“In FMCG you don’t see a sudden downtrend once 
a momentum has been built,” says Atul Rastogi, an 
FMCG analyst with Mumbai-based brokerage Motilal 
Oswal. He is right. The growth was back, almost a year 
ago, although it was insignificant at just under 1 per 
cent; now it has blossomed into strong single digits, 
enveloping most categories and players (see It's 
Springtime Once Again For FMCG). And forget the 
David versus Goliath story, even the down-trading 
scourge of yesteryears. “The trend of the last two- 
three years of smaller companies gaining at the expense 
of big FMCG players has reversed in the last six months," 
says Siddhartha Roy, Economic Advisor with the Tata 
Group. “And consumers are upgrading to products per- 
ceived to be high-end." Even though the current 
growth, at 5.4 per cent for July-September 2005, is 
largely urban-led, it is just a matter of time before the 
effect of three successful monsoons start kicking in 
growth for FMCGs even in the rural markets (where the 
growth is currently under 3 per cent). 


It's The Economy 

A buoyant economy growing at over 7 per cent has a 
big role in the current upturn in FMCG sales, in terms of 
both volume and value. “The FMCG growth is coming 
back because of the overall buoyant economy," says 
Satish Kumar, Managing Director, Henkel Spic. In 


It's Springtime Once Again For FMCG 


After nine SUN cad ш decline (shaded dar), inp is back with the sector. 


































Higher Ad Spends Is Good News 
It's a sign that marketers are using the opportunity to build uo grawilt 
momentum, instead of just milking it. 


line with strong GDP and buoyant consumer sentiment 
(highest ever in the last three years, according to 57- 
Indica Research Index of Consumer Sentiment, May 
2005) July-September 2005 saw the sixth consecutive 
quarter of positive urban poni and the third for’ 
rural growth for FMCGs. 

The rural FMCG market went through a decline of 
6.7 per cent in 2003, and remained in negative terri- 
tory for all of 2004. The beginning of 2005 saw it pick- 
ing up slowly, reaching a not-too-bad 2.8 per cent 
growth in July-September 2005. Urban growth touched 
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` Growth Is Back Across The Board 


Most companies, big and small, have posted strong sales growth. 





ы PAT 


Consolidated- 
expl ew provision of royalty of Rs 56.4 crore 
[ esearch, and company and BSE websites 


a reassuring strong single digit only around the end of 
last year, coming after negative growth for 2002, 
2003 and much of 2004. 

“There was a long period of stagnation in FMCGs. 


The resurgence, though clearly visible, is slow,” says R. 


Subramanian, MD, Subhiksha, a discount food chain 
company based in Chennai. As the economy slumped 
in 2002-03 (GbP growth 3.7 per cent), the FMCG mar- 
ket took almost a year before the adverse impact 
kicked in, with growth at a negative 2.5 per cent in 
2003. And even though the economy picked up nicely 
to post an 8 per cent GDP growth in 2003-04, it was 
only around the end of last calendar that any real 
growth started trickling in for FMCGs. So, even though 
the GDP-FMCG growth linkages, once again, are clearly 
established, there is this time lag before the sector 
starts mirroring the big picture (read: the economy). 
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Investing In Building Momentum 

“A substantial part of the FMCG growth оЁ13 per cent 
(in value terms) is driven by volume growth coming out 
of the real income growth and the rest is inflationary, 
accounted by the marginal price hikes, which the sec- 
tor has been able to effect this time,” says Tata’s Roy. 
This marginal price hike read together with the sector’s 
slight dip in margins, and huge jumps in advertising and 
promotional (A&P) spends, is actually good news for the 
sector (see Higher Ad Spends Is Good News). It shows 
that the sector is not just content with harvesting its 


-good fortune, because of the upbeat economy, but 


equally willing to invest and strive for higher growth. 
And what's important is that companies in the sec- 
tor are using price hikes and cost savings, by moving 
large part of their manufacturing to low-tax havens such 
as Himachal Pradesh and Uttaranchal, to support 
higher A&P spends, instead of fattening their profits, a 
practice followed by most companies during the FMCG 
downturn (see Costs Down, Prices Up...). Even a highly 
bottom line-sensitive company such as HLL has seen its 
margins decline over 1 per cent and A&P spend go 
up by 0.6 percentage point for July-September 2005. 
The jump of 46.28 per cent (for July-September 2005) 
in Colgate-Palmolive’s year-on-year A&P spend shows 
its born-again aggressiveness to capture a larger share 
of the growing business. The company’s A&P spend 
dipped from Rs 185 crore in 2002-03 to Rs 148 crore - 
in 2003-04, hitting a low of Rs 137 crore in 2004-05. 
It is interesting to note that all these A&P spends are 
not just going merely to support existing brands, but also 
support the flurry of new launches and re-launches 
that the sector is witnessing after almost a two-three year 
hiatus. HLL has already re-launched over two dozen 
brands, including Annapurna atta, Red Label tea, 
Rexona soap, Fair & Lovely, Lux and Axe, in last nine 
months. For Dabur, the aggressive A&P push on re- 
cently launched products has meant around 6 per cent 
of sales coming from them in the first half 2005-06. ` 
Sensing consumers' readiness to experiment and 
adopt new products, new launches are happening 
across various categories: Marico launched Parachute 
After Shower Hair Cream nationally around three 
months ago; Dabur entered the personal wash category 
with Vatika's brand extension into a herbal beauty 
soap; and fairness cream is now being peddled to 
men, with the Kolkata-based Emami Group splurging 
on a high-decibel ad campaign to support its new 
brand, Emami Fair & Handsome cream. Glaxo- 
SmithKline Consumer launched Boost ChocoBlast, 
which promises all the energy of Boost with a chocolate 
taste. Nestle recently launched ready-to-cook pastes, and 
is developing culinary products for Indians living ' 
abroad, which it may launch in India too. *Growth in 
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Costs Down, Prices Up, 


Money For Growth 


manufacturing to notified backward regions (such as Assam, Jammu & Kashmir, 
Sikkim, Himachal Pradesh and Uttaranchal), where there is a huge, around 5 to 6 per 
cent, savings on excise tax. Almost half of Dabur India’s production is in these tax heavens, 


|: A QUEST ТО LOWER COSTS, MOST FMCG BIGGIES ARE MOVING LARGE PART OF THEIR 


and it is set to go up to 70 per cent by end of 2005-06. 


Implementation of the value-added tax (VAT) regime, across 19 states this year, has 
also brought raw material costs down for FMCG companies, helping them shave costs fur- 
ther, though there has been some cost pressure on petroleum-based inputs, such as pack- 
aging material. Analysts point out that in a buoyant, growing market, the companies have 
been able to pass on the inflationary cost to the consumers without sacrificing volumes or 
market share. This, coupled with the sector's focus on margin rich brands, sometimes at 
the cost of low margin brands, have had a positive impact on gross margins. The obses- 
sion with growth, though, has meant that all these savings are going into supporting an ag- 
gressive advertising & promotional stance, instead of bolstering the bottom line. 


FMCGs is apparently linked to innovations, which is what 
we are beginning to see in all major companies, in- 
cluding HLL,” says Nikhil Vora, Vice President 
(Research) at Mumbai-based brokerage sski. “ITC’s 
entry into the foods category, Dabur’s into non-herbal 
Ayurvedic space and Godrej's global acquisitions bode 
well for the industry.” 


Other Growth Drivers 

New retail formats, branded services and acquisi- 
tions provide another lever for the sector to out- 
grow the economy, much like other consumer sectors, 
auto, durables, telephony and banking. Most FMCG 
marketers are taking a measure of modern retail for- 
mat (MRF) stores such as Big Bazaar and Spencer’s, 
which already account for around 9 per cent of all 
FMCG sales in metros. “MRF is critical for the success of 
FMCG companies. The format is playing a major role 
in big cities with the mall culture picking up among 
consumers,” says Nick Massey, MD, GlaxoSmithKline 
Consumer Healthcare. 

HLL, which claims to have already captured a 
higher market share in toothpaste, tea and fabric wash 
at MRF stores, is waiting to bring Unilever best practices 
in this arena. For Nestle, the most urban of all FMCG 
companies because of its product skew towards urban 
consumers, the new MRF stores represent a big 
opportunity. “We have created a new department, 
National Key Account Management Organisation, to 
focus on modern formats in retail,” says a Nestle 
spokesperson. ITC is betting big on its new rural mall ini- 
tiative, Choupal Sagar, as it gets deeper into the FMCG 
sector and looks at entering product categories such as 
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soap, detergents, shampoo and skin creams. There 
are already three Choupal Sagars in Madhya Pradesh, 
and another 10 are close to completion. 

Branded services, such as HLL’s Ayush Therapy 
Centres and Marico’s Kaya Skin clinic, are increas- 
ingly becoming critical for FMCG companies in their 
quest for growth. HLL is looking at expanding Ayush 
Therapy centres, currently numbering 18. Marico has 
raced ahead with its cosmetic dermatological services 
network of 39 Kaya Skin Clinics, and is all set to expand 
the network to 45 by March 2006. 

With MRF's ability to support high-end products, 
most Indian FMCG companies are realising the need to 
build a portfolio of top-end brands, currently a lacunae 
in their stable. For Godrej Consumer, the acquisition of 
UK's Keyline brands means not only a foothold in 
the international FMCG market, but also an opportunity 
to bring Keyline brands to India. “The acquisition of 
Keyline gives us exposure to (modern) retail trade 
handling, which will become very necessary in India 
shortly,” says H.K. Press, Executive Director, Godrej 
Consumer. And Tata Tea’s recent acquisition of Good 
Earth, a specialty tea brand in the us, also means build- 
ing scale and size to its global tea brand portfolio, 
which already includes uk’s Tetley, back home in 
India. Why, even Dabur's acquisition of Balsara Home 
Products in April 2005, gives, at one level, a somewhat 
Ayurvedic-focussed company not just an entry into 
new product categories, but also the scale and size to 
compete on a more equal footing with the biggies in the 
sector. With so much happening in the FMCG sector 
right now, 2002, 2003 and even 2004 looks like a bad 
dream that is best forgotten. Ш 
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maf HE REVOLVING CENTAUR 
“atop the Air-India (4-1) 


Mumbai’s most famous 
landmarks, lit up a bri- 
ght red and visible for miles and 
acting аѕ а marker for Nariman 
Point, the city’s main business dis- 
trict, Only that the Centaur hasn't 
been revolving for some time. V. 
Thulasidas, Chairman and MD, A-1, 
smiles and says, “That is because 
— the Centaur is being changed.” 
The Centaur, emblem of 47 years 
for the 73-year-old carrier (the 
oldest continuously operating Asian 
airline), is being changed for the 
first time. The Centaur now points 
skywards—as against pointing 
straight forward earlier—seem- 
ingly aiming for the stars. 

That it doubtless has to do. Once 
upon.a time, when the legendary 
J.R.D. Tata was at the helm, Air- 
India boasted impeccable service 
standards. By the eighties, it had 
bloated into an inefficient, delay- 
prone airline where customer service 
was non-existent, even as it found it- 
self caught between an aggressive 
union and the Ministry of Civil 
Aviation, which considered the car- 
rier its personal fiefdom. Praful Pat- 
el, the current minister for civil avi- 
ation, may not. agree with that last 
statement—rightfully so—for he's 
been doing his bit to put India on the 
global aviation map. And, courtesy 
Patel’s game plan, A-T may finally 
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By 2012, Air-India 
should have 50 
spanking new planes. 
But as competition 
intensifies, a fleet 


acquisition alone may 


not be enough to 
transform the 
steeped-in- 
inefficiency airline's 
fortunes. 
KUSHAN MITRA 


get the attention it so badly des- 
erves. Revamped menus (more 
choice and better alcohol) and an 
improved in-flight product (flat beds, 
personal TV sets) may be just two of 
the more superficial changes on A-1 


` flights in the new regime. But there's . 


plenty more that is being done, and 
as Thulasidas readily admits, the car- 
rier doesn't have a choice but to get 


"its act together. The previous gov- 


ernment had set the ball rolling by 
allowing carriers such as Jet and 
Sahara to operate abroad, and the 
current government has the given 
the ball a nice big whack by allowing 
foreign carriers even more access to 
India; Patel tore to shreds the re- 
strictive old Air Service Agreements 
(ASA) by which any foreign carrier 
wishing to increase frequency into 
India could only do so by paying А-1 
thousands of dollars in compensa- 
tion for using its unutilised frequen- 
cies. Result? The number of services 
every week between Mumbai and 
Heathrow has gone up from 14, 18 
months ago, to 46. Delhi recently 
added two non-stop services to the Us. 

Patel was duly accused of ign- 
oring the national carrier (he is con- 
sidered a close friend of Naresh 
Goyal, Chairman: of Jet Airways), 
but it wasn’t long before the gove- 
rnment announced it was on the 
verge of placing a huge Rs 40,000- 
crore order for A-r with Boeing for 
50 new 777/787 jets. As per the de- 


: livery schedule, the 50th new Boeing 





= gaz = SSS Fw 


X E TET эй е Жл: чи р 


PHOTOGRAPHS BY UMESH GOSWAMI 





“We have been more aggressive with our marketing 
so that we get higher load factors on our aircraft” 


will arrive some time in 2012, but 
Thulasidas clearly isn’t waiting till 
the new aircraft arrive to begin the 
revamp of A-1 (Thulasidas’ three- 
year term gets over in end-2006). 
Realising that A-1 was facing a ca- 
pacity crunch, owning a fleet of 
only 16 aircraft, the former Chief 
Secretary of Tripura initiated an 
aggressive process of leasing air- 
“ craft. Today, Air India has a fleet of 
41 aircraft of which 25 are leased 
(another Boeing 777-200ER joins 
the fleet later this month). 
Thulasidas scored once again 
with the idea of Air India Express, 
pioneering the concept of interna- 
tional low-cost travel in India. “The- 
re is a huge demand for low-cost 
seats from expatriate Indians who 
work in the Gulf and South-East 
Asia; our tickets are always 25 per 
cent lower than the cheapest econ- 
omy class fares on a full-service 
carrier”, explains Thulasidas. Rohit 
Ramachandran, Country GM (India), 
Air Arabia, a Sharjah-based low- 


V.Thulasidas/ CMD / Air-India 


cost carrier, agrees with Thulasidas: 
“Thanks to low-cost services, traffic 
between India and the Gulf has 
shot up manifold.” 

However, Air India Express has 
faced a couple of hiccups along the 
way. The first was when a large 
number of pilots hired from Air 
Sahara walked back to their previ- 
ous jobs. Air India Express was for- 
ced to ground one of its planes and 
cancel flights because of the shortage 
of pilots. The Civil Aviation Mini- 
stry promptly introduced a rule 
compelling pilots to serve out a six- 
month notice period before they 
could quit one carrier for another in 
pilot-hungry India. And then there 
is the prickly issue of oil prices: 
Prices of refined Jet-A (a pure form 
of kerosene used by jet turbine 
engines) crossed $100 or Rs 4,500 
a gallon at large international air- 
ports, up from a $50 or Rs 2,250 
average price in 2004. As a result, 
fuel costs for А-1 have gone up from 
20-22 per cent to 30-35 per cent of 






Topline Is Growing, But 
Profits Are Stagnant 


Non-operating revenues are playing 
their part. 
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Air-India sprees Its Wings 


- New destinations added/restarted by Air-India $ | 
бнер arbor lian ee ba ARTE 
being beefed up to other destinations) 


total costs. “We have reduced using 
our inefficient old planes and we 
have been more aggressive with our 
marketing so that we get higher 
load factors on our aircraft. And 
our new aircraft will have efficient 
new GE engines, GEnx on the new 
787 Dreamliner,” says Thulasidas. 

But what does Thulasidas do 
with the excess workforce he’s sad- 
dled with—15,700 at last count? 
Counters a senior A-I official: “In 
2002, we only had 26 aircraft and 
around 16,000 employees. Today, 
we operate 42 aircraft with a simi- 
lar number of employees.” Even 
though the number of employees 
per aircraft has dropped signifi- 
cantly from 615 to 373, it’s still 
way above the industry norm. Jet 
Airways, for instance, has around 
150 employees per aircraft. “Even 
though we might appear overstaffed 
you have to keep in mind that we 
derive significant revenues from 
our ‘extra staff’, is how Thulasidas 
prefers to see it. He may have a 
point there. Between 2001-02 and 
2003-04, a-i has actually made an 
operating loss—if you consider pas- 
senger and cargo revenues—but the 
airline made a net profit all three 
years because revenues from other 
sources, namely ground handling 
(4-1 handles ground operations for 
several large international carriers, 
including Singapore Airlines), eng- 
ineering services and the compensa- 
tion it got from foreign carriers for 
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Source: Company website 





its unutilised capacity, seemingly 
rewarding the carrier for its ineffi- 
cency (that tap has been shut now). 

The employee-battalion might 
also come in handy for the inter- 
national operations, which are being 
beefed up with leased aircraft. Los 
Angeles, Seoul-Incheon, Shanghai- 
Pudong and Birmingham are the 
new dots оп A-I's map, services to 
Frankfurt and Toronto have been 
restarted and frequencies to Chi- 
cago, New York, London-Heat- 
hrow, Japan and the Gulf increased. 
Yet, if A-1 is losing traffic—that too, 
high-yield business and first-class— 
it's because most of its operations 
are via Mumbai. In a bid to grab 
market share, Air-India is estab- 
lishing a second base in Delhi, com- 
plete with engineering facilities and 
a crew base. *Currently we base 
two Boeing 777 aircraft in Delhi 
which operate to Birmingham and 
Heathrow; we will add a third air- 
craft in Delhi shortly", says V.K. 
Mehra, ED (Engineering), А-1. 

Till the new aircraft arrive, 
Thulasidas will be spending Rs 400 
crore on refurbishing the existing 
fleet—new in-flight entertainment 
consoles, new seats and new up- 
holstery are being fitted. The air- 
craft will have mood lighting so 
that passengers don’t feel the length 
of the 15-16 hour flight. “We are 
creating an updated and modern 
Air-India,” signs of Thulasidas. Will 
consumers believe him? ш 
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{ В 3 T S Balk: Rooting for 
rivate JVs 


Engineering and construction giant Larsen & Toubro has ambitious plans of 
working jointly with the public sector in crucial, big-ticket areas like defence, 
avionics and shipbuilding. The PSUs, though, don’t appear so enthusiastic. 
BRIAN CARVALHO 
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N THE SEPTEMBER OF 2004, A 

member of the top brass of 

Larsen & Toubro (L&T) shot 

off a letter to the shipping 

secretary, proposing a joint 
venture with Hindustan Shipyard 
Ltd (HSL). HSL is a sick public sector 
undertaking based in Visakha- 
patnam on the east coast, one of 
just two shipyards in the country 
with a capacity to build big ships 
(the other is Cochin Shipyard Ltd). 
The proposed scheme envisages the 
formation of an associate company 
of HSL, in which the engineering 
and construction giant would pick 
up a majority stake, and into which 
HSL would transfer its assets (mi- 
nus its past liabilities) as its portion 
of equity. L&T is particularly keen to 
foray into shipbuilding, keeping in 
mind the global demand, three- 
fourths of which is currently being 
met by South Korea, Japan and 
China. The way L&T sees it, the 
government would continue to be 
the owner of HSL (as well as of its 
past dues and liabilities), even as 
its infusion of cash and utilisation of 
HSL assets via the joint venture 
would go some way in initiating a 
turnaround at the loss-making PSU 
(L&T is willing to pump in upwards 
of Rs 200 crore as equity and for 
further investments). 

The response, from the Joint 
Secretary, Shipping, was quick, pra- 
ising the company for its splendid 
idea. He requested L&T to go ahead, 
to broadly outline the shape of the 
proposed association and to com- 
municate it to the Chairman & MD 
of HSL. By early 2005, the L&T top 
brass was making a presentation to 
the shipping secretary in his cham- 
bers, where were also present, amo- 
ngst others, representatives of the 
Ministry of Finance and the Pla- 
nning Commission. A decision was 
taken to value the worth of HSL ass- 
ets, as a step forward. The valuation 
took place by March-April. What 
happened after that is unclear, but as 
things stand today, the Jv is as much 





a gleam in the eyes of A.M. Naik, 
CMD, L&T, as it was 15 months ago. 

Sitting in his office in C Block, at 
L&T's sprawling works in Powai, 
deep in suburban Mumbai, Naik is 
still hopeful the L&T-HSL venture 
will see the light of day. *For 
decades the Indian shipbuilding 





AN EYE ON THE PUBLIC SECTOR 


industry has not been able to exploit 
the international boom," says Naik. 
“HSL is an ailing psu but has the po- 
tential to become a successful ship- 
builder with suitable support. Since 
we are already into heavy fabrication, 
shipbuilding is a good fit for us.” 


The L&T-HSL JV isn’t the only 





L&T sees huge potential for partnerships with state-owned units 


PSU 


HINDUSTAN 
SHIPYARD LTD 


MAZAGON 
DOCK LTD 


HINDUSTAN 
AERONAUTICS 


NUCLEAR POWER 
CORP OF INDIA- 
BHEL 


PROPOSAL 


To form a 60:40 JV as an associate company 
of HSL, with the majority being held by L&T, 
and the assets of HSL transferred into the JV 
for building mega-size ships. L&T would bring 
in cash, upwards of Rs 200 crore as its 
contribution (including equity and 
investments) 


To form a JV with L&T holding a majority 
stake, which will jointly implement the 
Scorpene submarine project (L&T will 

make three and MDL three; currently, 

MDL has the mandate for all six). The JV 
could go on to make indigenous submarines, 
after the necessary technology absorption 
from Scorpene 


To jointly implement—via a JV—the 30 

per cent offset deals that will accrue courtesy 
А-1 and |A’s orders for aircraft from Boeing 
and Airbus. In the longer run, the JV could go 
on to implement future offset deals that will 
arise in the defence sector (on orders for 

field guns, tanks, avionics, etc.) 


For building turnkey nuclear power statioris 
L&T sees a three-way JV between BHEL, 
NPCIL and L&T as an option, with BHEL 
building the power island and L&T-NPCIL 
the nuclear island 


Note: Whilst the proposals for HSL and Mazagon Dock have been made to the 
government, those for HAL and NPCIL-BHEL-L&T haven't yet been 
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Whilst L&T i is koon to jointly work vi MDL to to develop submarines, the feeling 
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the job on its own—and 


that a JV at this iens ert n кты the HE tr. submarine project further 


proposal Naik has in mind with the 
public sector. He’s also keen to for- 
ge such equity partnerships in the 
big-ticket areas of avionics, nuclear 
power and defence. For instance, 
he wants to get a finger in the lush 
pie of offset deals, via a JV with 
Hindustan Aeronautics Ltd (HAL), 
another defence psu. The 30 per 
cent offset deals on the orders of 
planes from Boeing and Airbus to 
Air-India and Indian Airlines—offsets 
broadly entail that components 


Since the 60, L&T “ been рага with institutos like — in the area of 


nucleai 1] с 


256 


worth 30 рег cent of an overseas or- 
der’s value will have to be supplied 
to the firm executing the order— are 
estimated to be worth around 
Rs 7,000 crore over eight years. 
Defence experts point out that in the 
years ahead, there will be offsets 
worth thousands of crores in the 
defence sector, arising from orders 
for field guns, tanks, fighter planes 
and the like. L&T feels a Jv on the 
lines of L&T-HAL would be best pla- 
ced to be a programme manager, 


HAL, Bangalore 
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which in turn will go about identify- 
ing vendors for individual compo- 
nents, under ministerial supervision. 

In the defence sector, too, Naik 
is keen to forge a JV with Mazagon 
Dock Ltd (MDL), which he feels will 
eventually help the Navy achieve 
its goal of owning indigenous sub- 
marines by 2030. Based on the de- 
fence requirements of the Navy, 
the government decided that six 
Scorpene submarines would be or- 
dered via MDL. L&T has proposed 
that the L&T-MDL joint venture 
could facilitate the sharing of the 
order. The cost of the six-submarine 
project was originally estimated at 
Rs 8,600 crore, but experts say that 
time overruns—the first Scorpene 
submarine was supposed to be com- 
missioned by 2010, but will only be 
ready two years later—could take 
the project cost up to Rs 12,000 
crore. L&T is also keen to forge a 
three-way partnership with Bharat 
Heavy Electricals and the Nuclear 
Power Corporation of India Ltd 
(NPCIL) for building turnkey nuclear 
power stations. 

Such partnerships will doubt- 
less lead to creation of value for 
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Sources at HAL confirm that several players from the 
private sector—not just L&T—have approached it for 
a partnership to handle the commercial aviation offset 
deals. HAL has yet to decide whom to partner, or 
whether to partner anyone at all 


L&T shareholders—nuclear reactor 
fabrication, for instance, is a high- 
margin business—but Naik prefers 
to underscore a larger benefit of 
such associations. ^I am a strong 
advocate of public-private partner- 
ships for making India powerful... 
L&T is committed to the national 
endeavour... you must remember 
we built India's first nuclear reac- 
tor," he says. Naik adds that the 
entry of the private sector will has- 
ten the process of technology ab- 
sorption and making India self-re- 
liant—for instance, in the Scorpene 
submarine deal, the government's 
goal is to first build 12 submarines 
with varying degrees of help from 
Scorpene and the next 12 should be 
totally indigenous, assuming MDL 
can absorb the relevant technology 
and design capabilities. The 





country's record at technology ab- 
sorption in defence has been abys- 
mal, with technology transfer agree- 
ments proving a misnomer, and 
most PSUs and the ordnance factories 
still resorting largely to the CKD/SKD 
route of manufacture. That explains 
in a large part why 70 per cent of 
the India’s defence needs are met 
through imports. 

The areas of defence, nuclear 
and aerospace account for 10 per 
cent of L&T’s revenues and operat- 
ing margins, at 15-20 per cent, are 
two times L&T's standalone mar- 
gins (according to Motilal Oswal 
Securities). Yet it's difficult to be 
sceptical about Naik's nationalistic 
sentiments when you take a glance 
at L&T's achievements in the areas of 
defence, nuclear and aerospace. 
This is a company that fabricates 


Hindustan Shipyard, 
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HAL Chairman Ashok Baweja: 
Not decided yet 


rockets and satellites for the missions 
of the Indian Space Research Organ- 
isation (ISRO). It’s the sole supplier of 
reactors for nuclear power plants 
and is also a key player in develop- 
ment of core missile systems (like 
Prithvi, Agni, Akash, Trishul and 
Nag) for the defence ministry. 
With such credentials you would 
think L&T is ideally placed to lever- 
age the domain expertise of the PsU 
universe along with its own ex- 
pertise in engineering & design, 
programme management, procure- 
ment and quality control, thereby 
resulting in a win-win-win situa- 
tion for all: The nation becomes 
more self-reliant, public sector tech- 
nology skills get upgraded and L&T 
shareholders also benefit. Why then 
aren't the psus playing ball? Con- 
sider L&T's proposal for a Jv with 
HAL to manage the forthcoming off- 
set contracts of Boeing and Airbus. 
Aviation sources point out that re- 
cent offsets have never been fully 
honoured, with many of the agree- 
ments degenerating into counter- 
trade and barter (instead of aircraft 
wings or seats, or wiring harnesses 
being supplied, it's been usually 
commodities like tea that are ex- 
ported, and that too the entire value 


Rear Admiral Ajit Tewari, Chairman & Managing Director, HSL, agrees that 


irslegio pariptcalips wih the private sector “might bring in балий and 
competencies to HSL". However, he adds a crucial caveat: Decisions on such 
partnerships can only be taken by the government which is the owner of the PSU" 
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The recent creation of ONGC Mittal Energy is a classic public-private 
JV, which will help address India’s energy security problems. Will the defence 
aerospace and nuclear sectors be the next arenas for such alliances? 


of the offset is invariably never ex- 
ploited). That's where L&T thinks it 
can make a difference—by form- 
ing a programme management ven- 
ture with HAL, the Jv can select the 
various vendors under the eagle eye 
of a central ministerial monitoring 
committee, ensuring that the full 
value of the offset deals is realised. 
“L&T may not earn much, but 
what’s important is that manufac- 
turing technology levels will rise 
across the entire aviation ancillary 
industries,” says Naik. 

From HAL’s point of view, 
though, the moot question is: Does 
it really need L&T? A spokesper- 
son, on the condition of anonymity, 
points out that several private sector 
players have proposed Jvs to handle 
the offset deals and “we will de- 
cide whom to partner or whether 
we could execute on our own”. He 
counters that when IA bought two 
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planes from Boeing in 1994, HAL 
along with other players benefited 
from the offset clause to the tune of 
Rs 95-110 crore, with HAL supplying 
components like emergency auxil- 
iary doors, undercarriage uplock 
boxes and CAD/CAM software. HAL’s 
upshot is that it has worked with 
Indian private sector partners in 
the past—like Infosys, TCs, Satyam, 
ITC Infotech and L&T— but exclusive 
partnerships might not be the an- 
swer. For instance, when building 
the Sukhoi aircraft, HAL outsourced 
30 per cent of the work to various 
private sector players. 

L&T's view is that public-private 
partnerships via contracts or build- 
operate-and-transfer agreements are 
all fine, but the concept of a public- 
private joint venture—run with the 
management and technical expert- 
ise of the private sector, with funds 
from the private sector along with 


the psus’ domain expertise built 
over the past five decades—is long 
overdue. Naik gives the example 
of the joint venture he's proposed 
with Mazagon Dock. *We will bring 
our design and development skills to 
the table and MDL has the capacity 
and the domain knowledge. Bet- 
ween us, we have the resources to 
create an alternative Indian subma- 
rine programme," says Naik. L&T's 
proposal is that an L&T-MDL joint 
venture will help advance the com- 
missioning date of the first subma- 
rine from 2012 to 2010, which was 
as per the original schedule. The 
hastening of the project could prove 
crucial because the Navy is set to de- 
commission its existing range, come 
2010. If мш. is able to deliver the 
first Scorpene sub only by 2012, 
the Navy may have to hold on to 
the old lot or invest in leasing fresh 
submarines. 
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Naik says roping in L&T will 
have two benefits: One, the sub- 
marines will be delivered on sched- 
ule (but only if he gets the order in 
the next three months), and two, 
technological absorption will be 
faster, which will eventually enable 
indigenous manufacture. Rear Adm- 
iral R.M. Bhatia, Chairman & MD, 
MDL, isn’t convinced: “It’s a com- 
plex exercise that involves foreign 
partners. As the contract has already 
been awarded, creating a joint ven- 
ture might (further) delay the proj- 
ect,” says Bhatia, even as he doesn’t 
rule out MDL’s ability to absorb de- 
sign and development skills and 
eventually attempt to make sub- 
marines indigenously. 

Will MDL be able to meet the 
Navy's deadline of 24 submarines 
(12 of them totally indigenous) by 
2030, on its own? That's not an 
easy question to answer. If tentative 
optimism does exist in some quar- 
ters within MDL, it's because MDL is- 
n’t a sick company. HSL, on the 
other hand, though, is a stretcher 
case and badly in need of a healing 
touch. Today shipbuilding accounts 
for just around a third of its busi- 
ness, with the rest coming from 
ship repair. Accumulated losses and 
a negative net worth have prompted 
the shipping ministry to work on a 
restructuring package for HSL (which 
is still awaiting approval). But Rear 
Admiral Ajit Tewari, Chairman & 
Managing Director, HSL, agrees that 
“a strategic partnership with the 
private sector might help bring in 
efficiencies and competencies to 
HSL”. But he also talks about “a 
public-public partnership which can 
be useful for bringing in new tech- 
nologies and investments”. The 
problem for HSL, though, is not a 
choice between a public-public or a 
private partnership; it lies elsewhere. 
As Tewari explains: “Decisions on 
such partnerships can only be taken 
by the government, which is the 
owner of the psu.” 

That could well be the nub of 
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If L&T is able to move ahead with its public-private 
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partnership model, the concept of *co-investment" 
may work out as a feasible alternative to 
disinvestment, at least in the shorter run 


the problem—the reluctance of 
either the government or the PSU 
to take a decision on partnering 
with the private sector. The problem 
could also be historic, what with 
the public sector staunchly resisting 
the entry of private players into 
areas it considered its fiefdom in 
the seventies and eighties. Perhaps 
that monopolistic mindset still pre- 
vails, although the flip side is that 
there are few Indian companies in 
the private sector that have the 
technological depth to be able to ad- 
dress the country's defence, nuclear 
and aerospace needs. Contrary to 
popular perception, the public sec- 
tor is not all dross—of the 250- 
odd central PSUs, a third are loss- 
making. The government on its part 
has proposed a policy to grant 
autonomy to mavratnas and mini- 


ratnas for acquisitions and joint 
ventures. Another silver lining is 
the creation of ONGC Mittal Energy 
Ltd (OMEL), a JV between the Indian 
oil giant and Lakshmi Mittal, which 
recently acquired oil blocks in 
Nigeria. Such Jvs will help address 
the crucial energy security prob- 
lem. Like ONGC, there are other 
immensely viable PSUs operating in 
crucial sectors that could benefit 
from private sector associations— 
BEML, BEL, Coal India, Cochin 
Refineries, Hudco, NHPC, NMDC, 
NTPC, NJPC, NPCIL...the list is long, 
and you can be fairly sure it's not 
just L&T that will relish the oppor- 
tunity to unleash the value locked in 
such PSUs. M 
ADDITIONAL REPORTING 
BY VENKATESHA BABU ANI 
E. KUMAR SHARMA 
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Having engineered а 
turnaround, CESC now 
has big-ticket expansion 
plans that go beyond the 
boundaries of Bengal. 


RITWIK MUKHERJEE 


As Good As It Gets 
This is how CESC stacks up against its competitors as of October 2005. 
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PLF 98.5 
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T&D Loss 15.8 
PLF 64 


T&D Loss 35-39 


E RELIANCE ENERGY | 
PLF 88.8 


T&D Loss 15 

` TATA POWER 

PLF 65 

T&D Loss 43 
NATIONAL AVERAGE 

PLF 73 

T&D Loss 25 


Figures in per cent, PLF: Plant load factor, T&D: Transmission 
& distribution, WBSEB: West Bengal State Electricity Board 


CESC's Sanjeev Goenka Source: CESC, National Power Survey 


N A SUMMER EVENING 
in 1989, a young 
man in his 20s was 
leisurely sipping a 
cup of tea and 
possibly eating meringues with 
cream with his friends at Flury’s, 
«< one of Kolkata's heritage tea joints 
on Park Street, watching the world 


go by. Suddenly, all the lights and 


fans went off. They stayed off for 
hours. Flury’s patrons, including 
members of his friends’ circle, 


pointed fingers at the young man, . 


holding him responsible for the 
long power cut, which was not 
unusual in those days in the city. 
The man in the unenviable 


spotlight (well, just figuratively)? 


Sanjeev Goenka, now 44, and Vice 
Chairman, RPG Enterprises, which 


has been running CESC since ` 
acquiring it in 1989. “Just the 
other day, І got a call from my 


/ 44-year-old son, who was very 
. annoyed and upset. ‘This is just 
not done Chachu (Goenka's son, 
incidentally, calls him Chachu). 
How do you run the company? 
We had six minutes of power cut 
at the science lab today,” my son 
told me,” Goenka says, driving 


home how people's expectations . 


have gone up with the power 
utility's improved performances 
over the years. Still, the incident 
at Flury's will always be etched in 
Goenka's memory. 

It is of course a distant memory, 
what with Kolkata no longer a vic- 
tim of long-drawn blackouts. That's 
because CESC plants are now oper- 
ating at a plant load factor (PLE) of 
98.5 per cent (which simply means 
that the plants are utilising 98.5 
per cent of their capacity to pro- 
duce power). Transmission & dis- 
tribution (T&D) losses hàve come 
down from 24.8 per cent in 2000- 


01 to 15.8 per cent in October 


2005, which is the second best in 
| the country. CESC is also the first 
power utility to have started ex- 
porting power to the National 


Lighting Up 
The loss in 2002-03 seems to he the only dark 


spot.in CESC's performance over the last five 
years. 


2000- 2001- 2002- 
п 0 в 


2003- 
04 


Figures inRscrore W Turnover ¥ Profit 


Average Tariff 


Level Of Pilferage 


The Show On BSE. 
Stock data 


E (i2-week range): 


238/18 


Source: CESC, National Power Survey = 


Power Grid. The beleaguered 


power utility has also come out of |. 


the red; it earned profits of Rs 
147.20 crore and Rs 70.55 crore in 
2004-05 and 2003-04, respectively, 





after incurring a loss of Rs 5.23 


crore the previous fiscal. 
Emboldened by 


turnaround, CESC is now in 
‘sion mode. It plans to s 


new projects over th 
six years with a total c 
50 MW and a capital 


: dilution of promoter: 
^on the new capital bas 


pany, which has a debr-e 
of 0:8 i 


| кее grin : Cooka 


Aonga with ppan ns, C 


when der present the 


- says Goenka. He also has р 


foray into coal mining in a big way. 
The company has applied for 
mining leases for a number of coal 
mines, he.says, but refuses to 
divulge details. 

5o Power sector analysts are a 
bullish about the company. < 
R.K. Agarwal, Director 


с accountancy firm Ernst & Young, 
who was once appointed by the 


Tariff Commission to audit CC: 
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“The crisis seems to be over now. 
The company is on the path of 
recovery. And this is the right time to 
get into expansion mode. Power 
trading is also allowed now. Financial 
institutions are comfortable with the 
company. So it’s time to look beyond 
Bengal.” According to Agarwal, one 
of CESC's biggest achievements has 
been its ability to cut down costs, 
and pass on those benefits to the 
consumer as the management cannot 
retain profits beyond a certain level 
(just like any other company in the 
electricity sector). 

Brokerage houses too are bullish 
on CESC. As CLSA Asia Pacific Markets 
notes in its corporate research report 
of September 9: “We believe the 
company is now well positioned to 
protect its monopoly in the licence 
area and is also likely to earn sig- 
nificant efficiency incentives from 
FY07 (2006-07) onwards. The pro- 
posed expansion programme should 
improve CESC’s cost competitive- 
ness.” Motilal Oswal Securities says 
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in its detailed report on the Power 
Sector: “СЕЅС has an integrated util- 
ity business model with a presence in 
generation, mining and distribution. 
The integration gives CESC a defi- 
nite cost cost advantage, besides 
ensuring fuel linkages and providing 
payment security." 

If CESC was in the doldrums till 
recently, it was mainly due to three 
factors: One, there were no tariff 
revisions; this resulted in losses pil- 
ing up. Two, high transmission & 
distribution (T&D) losses, as CESC 
was not allowed to close down its 
bleeding Mulajor station. And three, 
creditors and suppliers were bay- 
ing for the management’s blood. 
Explains Goenka: "In the initial 
years, the West Bengal State 
Electricity Board (WBSEB), which 
happens to be our competitor, was 
also our regulator. So there was a 
fundamental mismatch and inbuilt 
conflict. We had to fight it out. We 
were denied revision of tariff for 
five long years. Later, the Calcutta 


VIEN этү 
eres Б 


High Court and Supreme Court 
upheld our demands as legitimate 
ones. (CESC was the first company to 
have moved court against the 
state.)" Another upshot of stagnant 
tariffs was that the debt-equity ratio 
of CESC went as high as 5.6:1. “The 
external environment kept us busy 
fire fighting and did not allow us to 
focus on efficiency and operations,” 


.— The Financing Blueprint «s 





* Figures in Rs crore Source: CESC, National Power Survey 


adds Goenka. 

So is it all smooth sailing today? 
Not exactly, as CESC now has to 
benchmark itself against the best 
in the country. And such 
comparisons don’t look too chari- 
table. According to a June 23 report 
of BRICS Securities, “In FYOS (2004- 
05) , CESC incurred a cost of Rs 
3.01/unit on energy purchase, while 
its own generation cost was Rs 
1.93/unit. In comparison, the cost 
of energy from NrPC's (National 
Thermal Power Corporation's) new 
pithead plants would be less than 
Rs 1.8/unit. CESC will become more 
competitive only if its new plants 
can match NTPC's cost. This will 
minimise the risk of market share 
losses from any new licensees in its 
area post-FY08 (2007-08)." The 
good news, though, is CESC has in 
place an integrated model—with a 
presence in generation, mining 
and distribution, which should 
yield further cost advantages in 
the days ahead. ш 
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- Masayoshi Son 


President & CEO/ SoftBank Corp. 


| ASAYOSHI SON IS 

the original mav- 

erick of the inter- 

net space. He is 

: also its biggest 
investor. Aker all, bow many people 
can claim to have invested $3 billion 
(Rs 13,500 crore) into some 800 
internet. companies, continuing to 
bet on something that others had 
long given up on? Then, the 
President and CEO of Japan’s 
SoftBank Corp. basn't lost any 
money. He has made some $7.5 
billion. (Rs 33,750 crore) on exits, 


and the holdings in the listed com- 


panies in bis portfolio are currently 
worth $22 billion (Rs 99,000 crore). 
Much of that (and maybe more) 
will How to bis bands over the next 
few years as more companies (one 
estimate is 20 a year) in the portfo- 
lio make initial public offerings. 
Son, now 48, is currently busy with 
bis next big bet—an internet 
Protocol (Р) 1v project. Dubbed Tv 
Bank, it will bring all major tv chan- 
nels together on tbe internet and 
deliver video content over broad- 
band. Son was in India recently to 


“I believed that the internet — 
industry is for genuine. So, we kept 
on investing (in net companies)" 
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rope in the country's leading ту. 
channels to bis ту Bank project. 
Between meetings in Delhi, a highly — 
unassuming Son found time to talk | 
to BT's Sahad P.V. Excerpts: 


What is the purpose of your visit to 
India? 

Tam working on my next big ven- 
ture. It's called Tv Bank (an. Р TV. 
project that will deliver television on 
broadband). We will provide a plat- 
form for all major tv channels in 
the world and integrate their.con-. 
tent on the internet; oa à 


When do you expect to launch this 


: venture? 
We will have the commenda Bunch т 


by end of March nex year. We. 
have started the beta | test in Japan. e 


What exactly is TV Bank? Are you plan- 


ning to become a Google for the video 








content industry? 

Yes. That’s my w 
Google for TV over th 
We will have several 

the internet. It wil 
streaming of spo 
tainment and so on 


How many TV companies have you 
talked to? 

We have talked to most 
channels in Korea, Tan 
Japan, and they have agri 
vide content. Major Indi 
channels have also agre 
the Chinese. As for the i 

the last stage of negotiations. V 
also talking to some major | 
and South American chan 


have a very good start 


How much money are you investing 
in this business? 

The size of the money i 

for a company of our sca 
important is the technol 

are the first company 

live streaming of TV cont 

channels сап be watcl 





neously—on demand. 


What, according to you, is the next big 
bet in the internet space? 
This is it. 


There is Web 2.0 revolution going or 
and a lot of money is chasing internet 
deals. At the same time, there 
view that Web 2.0 is a bubble. What is 
your opinion? 

I don't think it's a bubbk 

difference between We 

first dotcom rush during 19 

and Web 2.0. Th 

reached a peak (и 

ough the compan 

ing money). Then the 

crashed. But now n 

net companies аге makii 

Web 1.0 valuations had 

multiple, today’s multi 
reasonable. It i f 

industry. Several year 

BusinessWeek magazini 





j 
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‘bt 60 minutes ~ 





“We have made 


returns of 

$30 billion on a 
$3-billion 
investment. It's 
not bad. Who 
else has made 


better returns?" 
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cover story on me saying that I was 
the last believer of the internet 
(laughs). I was actually proud of it. 
Many people, especially in the in- 
vestment community, became very 
sceptical about the internet. But I 
did not lose confidence. I believed 
that the internet industry is for 
genuine. It's going to grow and it 
has a high potential. So we kept on 
investing (in internet companies). 


People would have learnt a lot of les- 
sons from Web 1.0, the bubble that 
burst. Which of these have the Web 2.0 
companies taken to heart? 

Of course, during Web 1.0, any- 
body who had a dotcom suffix got 
money. Premium valuations were 
given to those dotcom companies 
who had businesses only on paper. 
That could not sustain. A company 
should have a strong business model 
with a strong execution plan. Then 
the company is for genuine. Only 
the number one in each segment 
of the internet industry would be 
truly successful. Not every average 
company can be a winner. It's just 
like any other industry. 


So would you say that it's back to con- 
ventional business logic—revenues, 
profits? And that eyeballs do not matter? 
Yes. But, eyeballs, of course, are 
very important. If you have a strong 
business model, then those eyeballs 
can be monetised. Mere hype will 
not work. 

We had made an investment of 
about $3 billion into 800 internet 
companies. And we got $7.5 bil- 
lion back in cash (returns), while 
we are holding about $22 billion in 
public stock. So, we have made 
about $30 billion (Rs 1,35,000 
crore) on a $3-billion investment. 
It's not bad. 

Who else has made better 
returns from Web 1.0? I think we 
would have made the highest 
returns from the internet invest- 
ments. There was criticism when 
the net bubble burst. People said 


ETOTIW 


that SoftBank was just hype. Today, 
we are a survivor of the internet 
crash. Most of our (portfolio) com- 
panies are making profits. And they 
are growing very quickly. This $30 
billion is out of 40 iPOs. In the next 
12 months, we expect to have 
another 30 IPOs. And, we would 
be having at least 20 IPOs every year 
for the next five years. 


What are the entry barriers in content 
related intemet businesses? After all, this 
is a business model that can be repli- 
cated easily. 

It's just like any other business. 
The #1—normally the first 
mover—company would be very 
successful. The #2 would be less 
successful. The #5 would just 
break even. So, you have to be the 
3*1. For me, the thumb rule is that 
I will pick up only the #1 com- 
pany in each segment. | am not 
interested in #2 or #3. I am not a 
low-cost picker. I would rather 
pay a high price for the #1 com- 
pany than pay a lower amount for 
the #2 or the #3 one. 


How do you look at the Indian market? 
Are you looking at any opportunity here 
beyond those in the content side? 
About six or seven years ago, I had 
made an investment of $30 mil- 
lion (around Rs 130 crore then) 
into some internet companies in 
China. Now they are worth $2-3 
billion (Rs 9,000-13,500 crore). 
We may be able to repeat a similar 
thing in India. 


Are you looking at any opportunities 
closely in India? Are there any exciting 
companies? 

We may be able to identify some 
interesting companies locally. Or 
we can create some joint ventures. 
We may be able to repeat some 
successful partnership models we 
have in Japan or China in India. 
Whatever we have done in Japan 
we could repeat in China success- 
fully. So, why not in India? 
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Would SoftBank be looking at software 
opportunities in India? 

Not really. We are focussed on 
the internet. 


How much do you hold in Yahoo! now? 
We have very little today in Yahoo! 
us. In Yahoo! Japan, we own 42 
per cent. Yahoo! Japan is unlike 
Yahoo! us. In Japan, we are a com- 
bination of Yahoo! plus Google plus 
eBay plus Amazon. We are #1 in 
each field. In auction, we have an 80 
per cent market share. In search, 
we are four times bigger than 
Google. We are #1 in shopping. 
So it’s not just in portal, we are #1 
in all the other businesses. Besides 
Yahoo! Japan, we own E*Trade 
Japan, which is #1 in electronic 
trading in securities. We also own 
the company that is #1 in online 
gaming (GungHo Online Enter- 
tainment) in Japan. We have many 
#15. We have 500 internet compa- 
nies in Japan only. So, some of those 
models could be replicated in India. 


How do you monitor these companies? 
We have heard it’s a Genghis Khan 
inspired management structure. A team 
of 10 people managing each business... 
In the internet industry, speed is 
everything. We have to be quick. 
So, if the decision-making has to 
come up to my level, it will get 
slow. So, I divided management 
into several groups. One group 
focuses on the financial side, one on 
the media side, the other on tech- 
nology and so on. Under each 
group, there are many companies. 
So, SoftBank at once became purely 
a holding company, not doing any 
operations. Then we created a mid- 
dle holding company for each 
group. The middle holding com- 
pany decides investment for each 
group (so the company has a three- 
tiered management structure). And 
the CEOs of the holding companies 
report to me. But, five years ago, 
when we invested in the broad- 
band infrastructure business 
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“We may be 
able to repeat 
some successful 
partnership 
models we have 
in Japan or China 
in India” 





(Yahoo! вв), I myself became the 
operating CEO. For that, we made 
$1 billion (Rs 4,500 crore) invest- 
ment every year. It was a big 
investment. | am a crazy guy. I 
couldn’t accept one megabit per 
second (MBPS) or 2 MBPS speed pro- 
vided by operators in Japan then. 
NIT was providing only 1.5 MBPS. I 
couldn't accept it. I started with 8 
MBPS. Immediately after that I 
started 16 MBPS, 24 MBps, 50 MBPS 
and so on. Now we provide over 1 
GBPS (gigabits per second). 

I am a crazy СЕО. I suffered a 
loss of $1 billion every year. Our 
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share prices crashed. Our market 
cap went down to as low as 
$2 billion (Rs 9,000 crore). My net 
worth also went down dramati- 
cally. I had to even sell some shares 
to pay my personal debt. The banks 
were after me asking me to pay 
some of my loans back. I had to 
sell 15 per cent of my holdings. 


What is the earning situation now? Are 
you making money? 

SoftBank is back to the market cap 
of $25 billion (Rs 1,12,500 crore). 
I still own 33-34 per cent of it. Our 
revenue is $10 billion (Rs 45,000 
crore) a year. We have started mak- 
ing money again. Our shares have 


bounced back. 


You have exited a few Yahoo ventures 
recently... 

We have exited Yahoo! UK, Yahoo! 
France, Yahoo! Germany and 
Yahoo! Korea, where now Yahoo! 
has 100 per cent ownership. 
Yahoo! China is combined with our 
Chinese operations. So we sort of 
swapped. But they paid us $0.5 
billion (Rs 2,250 crore). 


Was that a good deal? 

Yes, because we were not getting 
any dividend from those busi- 
nesses. M 
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` IPOs will make you rich overnight. Really? See these graphs? They are price charts 
of companies that made IPOs recently. An inside view of IPO valuations, spin 
masters and what lies beneath. MAHESH NAYAK AND KRISHNA GOPALAN 
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ge DS BEEN A SPECTACULAR BULL RUN. SPECTACULAR NOT primary market investments where the issue size was at 
. just in terms of how. long i it has lasted but also in least Rs 100 crore. 
| terms of the huge earnings that investors have If that's the case, why is everybody crying wolf on 

Ё made. This particular bull run has also been sig- — tPOs and the primary market? Shouldn't investors be 
Mi. nificant for another reason. It has seen unprece- kicked with the sheer volume of riches they are sup- 
dented money flowing into the primary market. Take — posedly raking in? Unfortunately, it has not been a story 
a look at this: from a mere Rs 2,307 crore in 2003-04, of unmitigated gain alone. A significant portion of 
"m capital mobilised through fresh issues skyrocketed the earnings has gone to institutional investors, with re- 
to about Rs 14,869 crore in fiscal 2004-05. More; itis tail investors managing to corner only a small share. 
estimated that from January 2004 to today, investors Worse, a large number of retail investors have made 
have made а net gain of roughly Rs 19,500 crore just on heavy losses. 
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While some of the blame for this can be laid at the 
door of poor regulation, heavily speculative practices of 
institutional buyers, and the suspected rigging of listing 
prices, the average Joe investor cannot shrug off all re- 
sponsibility. Cupidity compounded by stupidity seems 
to have been the guiding principle when it comes to in- 
vesting in the primary.market. There has been little at- 
tempt at independent stock research, people have just 
rushed blindly after anything that listed, in the fond 
hope that buying into a new issue is in itself a guaran- 
teed way to profit. As Prithvi Haldea, CEO, Prime 
Database, asks: “Why do investors treat investing in the 
primary market as different from the secondary market? 
They can’t take it easy and lie back and expect IPOS to 
give them assured returns on their investment.” 

For investors who do think it’s that easy, here are 
some interesting numbers: of the 89 companies listed 
since January 2004, as many as 19 are quoting below 
their offer price (see IPO Stocks That...), while several 
more have recorded a bare 0.33 per cent to 8 per 
cent gains. For people who bought into these scrips, the 
primary market has been punishing. 

Where are these investors going wrong? The prob- 
lem is the old one—that of selection. It’s imperative that 
investors ensure that their money goes into the right 
issues. True, that task is not easy, which is why the pro- 
moters of companies going public have to be totally 
transparent. More so during a bull run when, as inv- 
estment bankers point out, the responsibility of such 
companies towards their investors is much higher. 

Unfortunately, the reputation of many companies in 
this regard has not exactly been squeaky clean. They just 
ensure that their financials look good in the quarter lead- 
ing to the PO. And they launch in a bull market. The ex- 
tent to which the sentiment in the secondary market 
helps increase valuations cannot be overstated. “This 
forces some companies to get listed before they achieve 
critical size, which is why valuations are stretched in 
some cases,” points out Sanjay Sharma, Head, Equity 
Origination & Capital Markets, psp Merrill Lynch. 

c... Seon after listing, though, the performance starts to 

unravel, with revenues and profits falling sharply (see 
Dismal Showing), and the scrip often follows suit. 
Says a merchant banker, “The non-performance of 
stocks after an IPO is because companies stretch them- 
selves before the IPO to get a good price. When there are 
no returns in the short term, investors don't buy in any- 
more and exit initial holdings." 

Take Datamatics Technologies, which listed in 
May 2004. From Rs 7.26 crore in the quarter ended 
June 2004, net profits fell to Rs 4.33 crore in the 
quarter ended June 2005. Vidur Bhogilal, cro, 
Datamatics, while admitting that the company's fi- 
nancial performance has not been up to expectations, 


DISMAL SHOWING 


BIOCON 


Gn Rs crore) 


- Issue Price: Rs 23 
Current Price’: Rs. 





*Quarterly results; N.A: Not available: Source: CMIE; * As on Mow. 25, ЧЫ 
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IPOS IN THE PIPELINE 


ANY 





ARS Systems & Comm. aS ҮЛ УЕР) 
Proalgen Biotech ba gusta 20 
SPS Steels Rolling Mills E 22 . 20 
Ken Software Technologies |. 945 15 
Maanya Biotech 5 10 
Special Blasts 6 10 
Shivalik Global * 50.00-60.00 50-60 
Dynemic Products 15.47 35 
Sree Sakthi Paper Mills 25 30 
Indowind Energy 7.53 30 
Pochiraju Industries 15 10 
Usher Agro 7.6 10 
Stesalit 17.5 50 
Sakuma Exports * 30.00-33.33. 45-50 
Radha Madhav Corporation 20 20 
Powersoft Global Solutions 11.88 22 
Dagger-Forst Tools * vei 65-78 
Rohit Ferro Tech * 42.37-50.84 25-30 
Ramsarup Industries 71.15 60 
Net 4 India 4.44 - 20 
Pyramid Saimira Theatre 24.5 10 
Kamayani Patient Care (India) d C 15 
LISTZylog Systems 7.82 30 


*Book Building + Fed Price — **Issue size not disclosed 


Source: capitalmarket com 


adds: *Our overseas subsidiaries have been in the red 
and our costs escalated more than anticipated due to 
ramping up of projects, which did not finally come 
through." 

Or take Jet Airways, which went public early this 
year. It is trading today at a less than 10 per cent pre- 
mium to its Rs 1,100 offer price. Its financial results 
have been unimpressive. Commenting on her com- 
pany's showing, a Jet Airways spokesperson said that de- 
spite problems like fuel prices and flood-related dis- 
ruptions, profit before tax (PBT) was up 9 per cent. 
Significantly, given the low awareness about the airlines 
sector, the company's IPO valuation was difficult to un- 
derstand at the time. As for Biocon, which listed last 
year, growth has suffered because of delays in getting 
regulatory approvals, said President, Group Finance, 
Murali Krishnan KN. 

How is pricing determined then before a public 
issue? Where, for instance, is the point when companies 
and investment bankers stop and say the pricing is 
fair? (See How Much Is Too Much?) Says ]. Niranjan, 
Joint Head, Investment Banking, M&A Advisory, ICICI 
Securities: “IPO pricing is not unrelated to market sen- 
timent. However, bankers price an IPO lower than its in- 
trinsic value—generally at a 15-20 per cent discount to 
its expected trading price.” 

Clearly, though, iPos do hit the market at stiff 
prices that are often not justified by subsequent per- 
formance. Obviously, the credibility of the promoters 
and of the bankers suffers immensely then. It is critical 
for the banker, says Mahesh Chhabria, Co-Head 


HOW MUCH IS TOO MUCH? 
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OW WILL FUTURE IPOS BE VALUED? COMPANIES WILL, 
irrespective of whether the market is in a 
bull-mode or a bear one, try for the highest valu- 
ations. So, what should investors do? For the in- 
vestor, the obvious issue’ will be to check the 
fairness of the valuation. The problem in an 
emerging market is that there are several sec- 
tors where there are either no listed companies or 
not enough to simplify the valuation process. 
Take, for instance, the Radio Mirchi scrip. In 
its sector, it will be the first company to be listed. 
In the event, the only reasonable way to value this 
company will be discounted cash flows or under- 
standing how similar companies are valued in 
other countries. Jet Airways chose the latter 
method and measured itself against Singapore 
Airlines and Ryanair when it went public. 
And what if there are just one or two companies 


listed in a sector? For instance, when telecom 
company Hutchison Essar looks to go public, its 
benchmark will have to be Bharti, which, following 
the Vodafone deal, is valued at $17 billion (Rs 
76,500 crore). “History shows that in any sector 
dominated by two-three large players, scarcity 
drives sentiment and the second player to be 
listed gets premium valuations,” says Aditya Sanghi, 
Country Head, Investment Banking, Yes Bank. 

Enam's Mahesh Chhabria describes investing 
in an IPO as a pure perception call by an investor. 
"Sure, there are companies of not very high qual- 
ity that go public. The issue is one of balancing 
greed and fear," he says. Quite clearly, the ques- 
tion when it comes to IPO valuation is "How 
much is too much?" Till we are able to devise a 
truly fail-safe answer to that, the companies will 
continue to call the shots. 
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(Investment Banking), Enam 
Financial Consultants, to anticipate 
the stock’s future demand and price, 
which means the banker’s job does 
not end with just the listing. Adds 
Niranjan: “If an issue is wrongly 
priced and the investor loses money, 
it has serious consequences for us. 
Investment banks are aware of this 
responsibility when pricing issues.” 
Despite this, an IPO's pricing does 
increase in a bull market. Pricing is 
based on appropriate discounts to 
peer valuation, and this discount falls 
in a bull market and rises in a bear 
market. Which is why there are al- 
most 50 companies queuing up with 
IPOs, of which full details are available 
for about 20 (see In the Pipeline). en 

Where does this IPO frenzy leave 7 a 
the investor? Answer: get back to 
basics. Study the company and its 
business well before getting into the 
stock. “Retail investors should follow 
simple norms like understanding the 
company and go through the 
Management Discussion and Analysis 
(in the annual report),” says Sharma. 

With post-listing gains falling for so many compa- 
nies, Niranjan points out that investors need to be 
vastly more careful: “With the markets so volatile, 
and weak and small issues hitting the market, the per- 
formance of the primary market could be under pres- 
sure.” Another obvious precaution investors can take is 
look for outside advice. As Sharma says: “If they can- 
not take an informed decision, they could look at the 
reputation of the investment banker or come in through 
the mutual fund route.” 
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*Adjusted BSE closing price in Rs 









‘Variation from offer price Source: capitalmarket.com 


Most important, as Haldea points out, investors 
should learn when to exit. The primary market is not 
some. sort of bogeyman in itself. “In most cases,” 
points out Haldea, “greed has been the reason for in- 
vestors not making money in the primary market. 
They should consider themselves lucky that a bull 
market at least gives them an exit route at a price 
higher than the offer price at some point or other." 

If you didn't do your homework, grab that chance 
at least. Ш 
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Actually, with unit-linked 
insurance plans all the 


rage, itis more the 
love of lucre that calls 
the shots in the life 
insurance business. 


LIC’s Managing Director 
T.S. Vijayan admits how 
the market leader can do 


er, especially in the | 


area of servicin 


The general insurance 


industry is slowly rolling | 


















out innovative product: 
but unless the business 
is deregulated, companies 
can’t be too creative with 


their offerings. | 


Who needs 
reinsurance? As 7/26 
proved, everyone does. 


IRDA Chairman C.S. Rao 
on issues engaging the 
attention of the regulator. 
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IVE YEARS AFTER INDIA STARTED The Life Story 


down the mobile telephony 
road, in 1999, the country 

boasted a mere 1.20 million | 
cellular subscribers, and most 
telcos offering the service were 
staring financial ruin in the face. Things 
have changed since. Today, India is con- 
sidered the most happening (fine, second- 
most happening) telecom market in the 
world; it boasts 67.95 million mobile and 
48.17 million fixed-line connections; one 
Indian telco is already among the 10 most. 
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valuable companies in the country; and " 
teledensity has increased from an anaemic — 7? 2001-2002: 2003 7004- 
1.30 per cent іп 1995 to а not-so-bad © 0h. nuQ o Mo 057. Ue 


4 "c ^ aV m Private Figures are total premium in Rs crore 
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first company to start selling its policies, ICICI 
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Prudential, did so.on December 
12, 2000. Today there are 13 
private sector life insurance firms 
(together, they have a 26 per 
cent share of the market), and 
seven non-life ones (they boast a 
similar share) in the country. 
And the penetration of life in- 
surance has increased from 1.7 
per cent (premium income as a 
proportion of GDP) five years 
ago to 2.6 per cent today (the 
. global average is 4.7 per cent). 
Тһе comparison with mobile 
telephony is apt, despite private 
insurers having achieved much 
more in their first five years of 
existence than private sector tel- 
cos because both businesses are 
similar, revolving as they do, around 
annuity payments. It is also apt 
because insurance could be poised at 
the brink of an explosive period of 
| growth, the kind of growth Indian 
` telcos saw between 1999 and 2005 
(some 66.75 million mobile con- 
nections were added in this period). 
In the five years before the entry 
of the private sector firms (1995- 
2000), India's insurance market 
(current size: Rs 45,000 crore), 
grew at an average rate of 10-15 per 
cent a year. In the five years since, it 
has grown by 20 per cent a year. 
"Most of the new growth has been 
coming from the private sector 
companies," says Shikha 
Sharma, Managing Director, 
ICICI Prudential Life; the coun- 
try's largest private sector 
insurer. The first-year premium 
of the life insurance segment 
has grown. 260 per cent be- 
tween 2000-01 and 2004-05, 
to Rs 25,350 crore; the gross 
premium of the non-life seg- 
ment, 180 per cent to Rs 
18,095.25 crore. The real 
achievement of the private in- 
surance firms, however, is the 
fact that insurance is no longer 
a sellers" market. 
On the back of innova- 
tive product. offerings, and 
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The Non-life Story 


14265 gay, 14940 
12567 ' | 









2001- 2002- 2003 2004- 
Ol* 02 03 04 05 


W Private sector 

* Till September 
a 2000-01 data for private sector is only for three months January-March 
as they just started operations 


new distribution channels (think 
Bancassurance, corporate agen- 
cies, even direct selling through 
the internet) it has become a buy- 
ers’ market. “Alternate channels 
give us a faster way of reaching 
out to a larger number of cus- 
tomers in a more efficient way,” 
says Gaurang Shah, Managing 
Director, Kotak Mahindra Old 
Mutual Life Insurance. 

Among the new products 
launched by private sector life 
insurers is the unit-linked insurance 
plan (ир). Today, seven out of 10 
policies sold by private insurers 
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@ Non-life 


2005 


Insurance 
Penetration 


China 


are ULIPs. The popularity of 
equity-linked ULiPs may have 
to do-with the stock market's 
performance over the past 12 
months; and that of debt-linked 
ULIPs with tax-concessions that 
are still available to insurance 
firms (they aren't to. mutual 
funds). It has forced Life 
Insurance Corporation (LIC) of 
India. to start.experimenting 
With them; in 2004-05, ULIP 
schemes contributed almost 35 
per cent of the corporation's 
first premium income. 

Much of the growth (in 
both life and non-life segments) 
has come from urban centres. 
*Some areas that require atten- 

tion are rural, social and health (in- 
surance)," says C.S. Rao, Chairman, 
Insurance Regulatory Development’ 
Authority (IRDA). Most private sector 
insurance firms do not even have a 
presence in rural areas. LIC, in con- 
trast, does, one reason why its mar- 
ket share in terms of policies issued 
is around 90 per cent. "The pre- 
mium per policy in the rural market 
tends to be lower; the cost of serv- 
icing, higher," says T.S. Vijayan, 
Managing Director, LIC. 

There are, however, more press- 
ing issues than rural penetration. 
For non-life insurance firms, it is 
the fact that the tariffs on most 
of their offerings are still regu- 
lated (forcing them, for instance, 
to subsidise the motor ins- 
urance business where claims 
are high and tariffs low, with 
the fire insurance one). IRDA 
hopes to deregulate tariffs by 
the end of 2006. For both life 
and non-life insurance firms, it 
is the fact that the ceiling on 
foreign direct investment 
remains 26 per cent (again, IRDA 
believes this should be incr- 
eased to 49 per cent), a deter- 
rent to growth in an equity-in- 
tensive business. Should these 
change, the next five years 
could be insurance's golden age. 


ENVIRONMENT FRIENDLINESS 
BEGINS AT HOME. 


Grundfos’ Chennai plant rated a 
‘LEED Gold’ Green Building by U.S.GBC 


At Grundfos, we understand the significance of responsi h 
the environment. It is this recognition of the need to thin 
that drives us to constantly innovate a range of energy-ef 
pumps and pumping solutions. We take pride in extendi 

commitment not only to business but also to the way we 


Think long-term. Think Grundfos. 





Grundfos Pumps India Pvt. Ltd. No. 118, Old Mahabalipuram Road, Thoraipakkam, Chennai - 600 096. Tel: +91 













NSURANCE AND RETURNS, A POPULAR 
refrain among investment advisors 
goes, should never be mixed up. Most 
| people buy insurance as an instru- 
ment that can save some tax, another 
refrain, this one popular among pri- 
vate sector life. insurance firms four, five 
years ago went, not as ‘protection’. In a 
volte face of sorts, investment advisors can- 
not have enough of unit-linked insurance 
plans, and private insurers are now vending 
the dual benefits of protection and returns 
(not very different from the protection plus 
“tax savings’ model they 
decried). The returns can 
come from equity and 
‘debt, and with the stock КЛЕТ 
market having been on a 3.11) 
hot streak this past year, — 
equity-based ULIPs are all 
the rage. That, say some 
analysts, isn't good: *If 
ће stock market plam- 
mets, ULIP holders will 
be the hardest hit,” they 
say. Not so, counter exe- 
.€s in the industry. “In 
15 of the last 25 years, 
the return on equity has 
been 13-22 per cent," 
says Gaurang Shah, 
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The Life Insurance Pie 




















Managing Director, Kotak Mahindra Old 
Mutual Life. “If someone takes a long-term 
view and stays invested in an ШР, he or she 
will definitely gain.” 

For companies like Kotak Life (it boasts 
less than a 1 per cent share of the market 
and has sold a mere 32,404 policies between 
April 1 and September 30 this year), ULiPs are 
potential market equalisers, instruments 
they can use to catch up with other pri- 
vate sector insurance firms. Kotak Life, for 
instance, has launched a uu with a capital 
guarantee, Many customers, explains Shah, < 
| stay away from ULIPS < 

because they fear an ero- 

sion of capital. "That's 

where we make a differ- 

ence by offering capital 

guarantee even in our 
growth fund where 
equity allocation could 
go up to a high of 80 
pet cent," One way of 
looking at ULIPs is that 
~ they аге not very differ- 
ent from the endowment 
plans that were popular 
“inthe 1990s; Lic would 
offer significant returns 
on these based on its inv- 
estments in government 


Birla Sun Life 
207.93 (1.84) 
Tata AIG 
189.24 (1.67) 


Others 
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Actually, with unit-linked insurance plans all 
the rage, it is more the love of lucre that calls 
the shots in the life insurance business. 


ANAND ADHIKARI 
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lan Watts 


Managing Director 
Tata AIG Life Insurance 


‘We ensure 
that our agents 
make con- 
sumers aware 
of the risks 
and returns 

in ULIPs' 


Gaurang Shah 
Managing Director 
Kotak Old Mutual Life 


“If someone 
takes a long 
term view and 
stays invested 
in a ULIP. he 
or she will 
definitely gain’ 
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INTERVIEW 


“Consolidation Is Inevitable” 


CICI PRUDENTIAL LIFE INSUR- 

ANCE Company bas remained 

the country’s largest private 
sector life insurance firm over the 
past five years. Supported by the 
country’s largest private sector 
ICICI Bank, ICICI ial believes 
that size and scale are essential 
to succeed in the Indian life ins- 
urance business. Excerpts from an 
interview with Shikha Sharma, 
MD, ICICI Prudential: 


The five-year-old private sector life 
insurance industry has little over a 
dozen players. Is there room for more 
players? 

I think the market can support 
half-a-dozen players in the next 
five years. Some will go and some 
will come. 


Do you expect some sort of a con- 
solidation to happen in the market? 
People say the Philippines, Thai- 
land and China have over two 
dozen companies and the Indian 
market too, can support more 
players. I think what we forget 
is that the Indian customer is very 
value conscious. That results in 
a lower profit margin for the 
insurance provider. Today, scale is 
more important for long-term 
viability of the insurance business 
in India. When scale becomes 
important, you are either big or 
you die out. In a market like the 
Philippines, you can survive with 
as low a market share as 2-3 per 
cent because the profit margin is 
large enough to support you. But 
in India, the profit margin being 
low, the big guys make normal 
profits while the small ones will 
gradually die out. — 
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So, there is a possibility of acquisitions 
and mergers going forward? 
Consolidation is inevitable. I don't 
know when this will happen, but 
it has to happen. 


Will you look at buying out some 
company? 

If something is available to us at a 
price that makes sense to us from 
a value perspective, we will be 
definitely interested, provided it 
also fits into our expansion strat- 
egy. We won't buy a company 
just for its product. We would 
definitely be looking at gaining 
access to new customers and dis- 
tribution channels. 


In a price-sensitive market like India, 





will it take longer for companies to 
break even? 

Profit margins are lower in India. 
How do you combat that? You 
combat that by acquiring scale 
and managing your expenses well. 
We have to be selective about the 
quality of business we write. 


Capital is a big issue confronting the 
industry. Any plans for an initial pub- 
lic offering? 

For a company of our size, we 
have to do a domestic as well as 
an international offering. A pure 
domestic issue will not be a good 
idea because Indian investors will 
not understand a business as long 
term as insurance. But things 
could change in the future. 


НҮХ NINDOS 
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1096 chance he'll catch a cold. 
9096 chance he'll remember that snowfight all his life. 


Whichever way life takes you, we'll be there. 


Your holiday can go any which way, and perhaps 

no one understands that better than us. Which is travel 

why our Travel Protector Policy takes care of protector 
something going wrong on that vacation, so good 

memories are all you carry back with you, when po i 

you finally come home. licy 


JJ 


Call 1600-345-3303 Insure your travel against medical problems, loss of currency, accidents or baggage 
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_ HEADED FOR CONSOLIDAT 





Bolh the fe ала the rior е segnali ore Hoe for MIU Beth. 


N JUNE THIS YEAR, AMP SANMAR EXITED THE LIFE INSURANCE BUSINESS BY SELLING OUT TO THE ANIL 

Ambani- controlled Reliance Capital. A month later, the Bangalore-based GMR Group 

sold its 49.13 per cent stake in ING Vysya Life Insurance to Exide Industries. The de- 
lay in increasing the ceiling on foreign direct investment in insurance firms from 26 per cent 
to 49 per cent is one reason for this. To grow the equity-intensive business (for instance, 
in the 12th hike in its equity since December 2000, ICICI Prudential brought in Rs 160 
crore to take its capital to Rs 1,085 crore), the Indian partner may have to bring in more 
money. Some companies may not have the deep pockets required to do so; others may 
believe the money is put to better use in their other businesses. In August this year, insurance 
regulator IRDA scotched the plans of insurance companies to raise capital through 
preference shares or hybrid instruments other than equity. Strangely enough, that has- 
n't dimmed the desire of companies wishing to enter the space. From AXA-Bharti to IDBI 
Bank to Bank of Baroda to Allahabad Bank, a clutch of worthies are waiting to plunge into the business. “The market can sup- 
port only half-a-dozen players," believes Shikha Sharma, Managing Director, ICICI Prudential Life. SBI Life's Deputy CEO, Pier- 
Paolo Diapola disagrees: “There is a space for everybody. Different insurance companies can focus on different market segments.” 


Pier Paolo Dipaola 
Deputy CEO 
SBI Life Insurance 


“There is space 
>verybody. 
orent insur 

ance companies 

can focus on 
different market 
segments” 
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NEW ARRIVALS 


Bharti AXA Life Insurance Company, a joint venture between 
Bharti Enterprises and AXA APH. The latter is part of the 
AXA Group, #13 in the Fortune 500 


A joint venture between Shriram Group and South Africa's 
Sanlam Group for life insurance; the latter is one of SA's 


largest insurance firms 


Allahabad Bank has roped in a UK-based non-life insurer as a 
partner for a non-life business. Its other partners may be 
Karnataka Bank, Indian Overseas Bank and Bank of Rajasthan 


Bank of Baroda is considering a foray into the life insurance business 


IDBI Bank is wooing foreign companies, including Italy's 


Generale for its life insurance foray 


securities, corporate bonds, and the 
money market, but with interest 
rates headed South in the 2000s, 
that is no longer possible. However, 
ULIPS are susceptible to stock market 
volatility, especially in the short 
term. Are customers evolved enough 
to make a call? Yes, say most exec- 
utives in the industry. *We ensure 
that our agents make consumers 
aware of the risks and return in 
ULIPS," says Ian J. Watts, MD, Tata 
AIG Life Insurance. “In fact, we fur- 
ther enhance this process by a sep- 
arate call from the company to 
advise prospective customer to take 
a long-term call on ULIPs.” 

In developed markets such as 


the us, ULIPs are the preferred 
insurance instruments. Globally, 
ULIPs account for some 80 per cent 
of all life insurance policies. Shikha 
Sharma, MD, ICICI Prudential, sees 
them as “an irreversible trend”. 
That may be the case, but ULIPs 
seem to have succeeded at the cost 
of endowment policies, where the 
average premium is much lower. 
That’s an opportunity lost, rues 
Pier Paolo Dipaola, Deputy Chief 
Executive Officer, SBI Life Insurance. 
“In the rural market, a low-pre- 
mium endowment product could 
be a hit." Then, in the noise about 
ULIPs, that's a voice of reason that 
hasn't found many listeners. 
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Bring a 
welcome change 
to life with 
jour own home. 


CorpHome Loan. 
The perfect way to realise 
your dreams. 


* Attractive interest rates 

* Option of fixed or floating rate of interest 

* Third party guarantee not mandatory 

* No hidden cost 

* CorpJeevan Griha Raksha insurance 
cover at low premium 
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CorpFlexi Home Loan - Specially designed 
housing loan for high trajectory salaried class 
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T.S. Vijayan 


Managing Director 


Life Insurance Corporation 





T TURNS 50 THIS YEAR AND HAS behemoth (assets: Rs 4,62,000 crore) at over 18 per cent and sells 10 mil- 
already announced a special has reinvented itself, got aggressive lion policies a year. The market 
golden-jubilee bonus for its with marketing (to the extent of leader, however, can do better, 
policy-holders. The first five launching ULIPs or unit-linked insur- especially, as its Managing Director 
years of competition have ance plans of its own), adopted tech- T.S. Vijayan admits in this inter- 
been good for Life Insurance nology, and tried to service its 160 view with BT’s Anand Adhikari, in 
Corporation (LIC) of India. The million customers better. It is growing the area of servicing. Excerpts: 
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MBA 





Distance Learning 
(2 years) 


E-Learning 
Package 





The MBA Program of ICFAI will broaden your busine 

sharpen your analytical insights. The unique combination 

and international perspectives and the general management f 

give you an edge in your career progression and will prepare 

act effectively as a manager in the ever-changing business environment 





The unique features include quality courseware; e-learning package 
training classes; case-based learning; web support; electives aver 
disciplines and examinations every quarter. Equated monthly inst 
(EMI) facility is available for payment of fee. Placement 

provided to all successful students. 


Eligibility : Graduates (any discipline) 


For details, please contact ICFAI branch in ye 
(for address, please visit www. icfai.org 
ALCHEMIST Alternatively you can contact: ICFAI Center for Distance Ed 
HR SERVICES 23, Nagarjuna Hills, Punjagutta, Hyderabad 50008 
Ph: 040-23430431-36, Fax: 040-55639711. Email: infi 
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LIC continues to grow comfortably 
despite intense competition from private 
sector companies. Do you expect to 
maintain the current rate of growth? 
What challenges do you see as you 
continue to grow? 

We are growing at a comfortable 
rate of more than 18 per cent in 
terms of total premium income. In 
fact, the new premium income is 
growing at over 60 per cent. If the 
economy continues to grow at 
this rate (around 7 per cent plus), 
we will continue to maintain this 
growth momentum. In terms of 
challenges, servicing of customers 
is one area where we would like 
to focus. We already have 170 
million policies and servicing 
more is a big issue. We want to in- 
vest very heavily on servicing is- 
sues like back-office work. We 
are also looking at centralisation 
of data, which is currently spread 
over 2,000 offices. We are also ag- 
gressively looking at alternate dis- 
tribution channels. 


Is the life market going to expand 
further in a big way? 
India’s GDP has grown phenom- 


^We are quite 
satisfied with our 
progress. Our 
outstanding 
claims ratio is 
less than 1 per 
cent. On the 
investment side 
also, we are doing 
exceedingly well” 
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enally in the last five years. And 
with every point increase in the 
growth rate, the number of peo- 
ple who can afford insurance has 
also gone up. The market itself is 
expanding. LIC, with a big reach, 
network and products, has been 
able to take advantage of that. 
Today, it is a lot easier to sell a 
policy than it was five years ago. 


The private sector is also making rapid 
strides with innovative products and 
aggressive marketing, isn’t it? 

You must understand that the base 
of private sector companies is also 
very small. Lic, an established player 
with a huge base, cannot grow at 
the same pace. We are quite satisfied 
with our progress. Our outstanding 
claims ratio is less than 1 per cent. 
On the investment side also, we 
are doing exceedingly well. 


LIC seems to be reacting to competition 
from the private sector by launching 
ULIPs and using the Bancassurance 
distribution model. 
We brought a uLip-based product 
way back in 2000 in the form of 
Bima Plus when the private sector 
players were just entering the scene. 
I must say here that the 
ULIPs got popular only 
recently. We have also 
modified our ULIP 
plan by offering lot 
of flexibility to hold- 
ers. There is a big mar- 
ket that has emerged for 
unit-linked plans on the 
back of buoyancy in the 
capital market. 


Why are ULIPs occupying 
the centrestage despite 
LIC's strong record 
of selling 
traditional poli- 
cies such as 
endowment 

and money- 


back policies? 

It is easier to sell ULIPs because of 
their transparency. You can ac- 
tually see the performance of the 
fund as against in an endowment 
policy, which is close ended. But 
there is a big market for endow- 
ment policies. There is an ele- 
ment of guarantee in these in 
terms of bonus. 


Why is health (insurance) not getting 
much attention? 

It is very easy to sell a health insura- 
nce policy in India, but the problem 
arises with the health infrastruc- 
ture and administration of a health 
policy. In developed countries, the 
health records are kept and there is 
standardisation of cost also, but we 
don't have some things here. This 
model has to develop in India. 


To come back to the question, why 
are you exploring new distribution chan- 
nels when you have an army of agents? 
New distribution channels like 
banks and corporate agencies came 
with new IRDA (Insurance 
Regulatory and Development 
Authority) regulations. We are tar- 
geting nearly Rs 800 crore from 
Bancassurance, while we expect Rs 
16,000 crore premium from our 
traditional distribution channel. In 
fact, there are some policies that 
can be sold only through a bank 
channel—the policy to cover home 
loans, for instance. 


What challenges do you see ahead for 
LIC? 

By and large, our challenges are 
higher in urban market today, 
where distribution and servicing of 
policies are easier. In the rural 
market, the premium per policy 
tends to be lower, which results in 
an increase in the cost of servicing. 
LIC, with its strong brand equity, 
wants to dominate both urban and 
rural markets. 
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Sandeep Bakhshi 


Managing Director 
ICICI Lombard 


“| believe ће 
insurance firms 
should get at 
least 10-15 per 
cent of the 

Rs 1,50,000- 
crore health 
industry” 








The general insurance industry is slowly rolling out inno- 
vative products, but unless the business is deregulated, 
companies can’t be too creative with their offerings. 
ANAND ADHIKARI 
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When it's colour, it's easy and better. 


With the Canon imageRUNNER C3170i, you can now 
add colours to your office communication and reach 
your goals in a faster, better and affordable way. 
Research proves it that colour not only captures attention 
and improves communication but also enhances 
productivity. Which is why, Canon imageRU NNER 
brings to you the benefits of colour printing as part of 


an integrated data management solution. Thereby : 
helping you acquire, retrieve, and distribute data in 9 
colour with speed, simplicity and security. Call us for S 
a demo and discover how the Canon imageRUNNER 3 

iR C3170i C3170i can work wonders for your business. Ё 
Colour at 8 
1 = 55% Print, Scan, Сору and Fax * Fast Speed + ' High Quality Colour Reproduction * UFR Il Printing 5 
== . Technology * Cost-effective colour usage * Integrated with Email, Fax, Fax, Database, File servers H 

Also available - Model No. iR C2570i & heavy duty work group corporate solution imageRUNNER Model No. iR C3220N 
South & South East Asia Regional Headquarters: Canon Singapore Pte. Ltd, 1 Harbour Front Avenue, #04-01 Keppel Bay Tower, Singapore 098632. www.canon-asia.com 


CORPORATE OFFICE : Canon India Pvt. Lid., Second Floor, Tower A & B, Cyber Greens, DLF Рћаѕе-!!!, Gurgaon 122 002 
Call Canon at 1600 345 3366 / 39010101 or visit us at www.canon.co.in 


*(A4 size, 5% coverage) when compared to a conventional printer. 
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АЈАЈ ALLIANZ MAY 
have thus far insured 
60 weddings (against 
monetary losses aris- 
ing from cancellation 
or accidents), and 





7 ICICI Lombard may insure the 
Ў weather (for instance, to protect 
3 farmers from crop damage), but the 


non-life insurance industry in India 
ү is constrained by regulations. Thus, 
| for instance, an insurance firm can- 
not charge a higher premium to 
insure a sports car being driven by a 
25-year-old from New Delhi than it 
would to insure a mid-sized sedan 
driven by a middle-aged woman in 
Chennai. Most non-life insurance 
products in India are tariffed, which 
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Kamlesh Goyal 
Managing Director 
Bajaj Allianz 
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Mumbai floods: Made 


insurers run for cover 


Risk Cover Limit 

Rs 850 crore 
Rs 750 сгоге 
Rs 250 crore 


Rs 500 cr хе 


Rs 400 c ore 


2004-05 ) 


(Source: GIC 









ı Who needs reinsurance? As 7/26 proved, 


everyone does. ANAND ADHIKARI 


НЕ HAT REINSURANCE IS A MUST FOR EVERY 
insurance company was borne out 
during the July 26 and 27 floods in 

Mumbai. The four state-owned non-life 
(general) insurance firms have been hit with 
some Rs 2,400 crore in claims. In the us, 
insurers transfer as much as 60 per cent of 
their risks to reinsurers; in India, the corre- 
sponding figure is around 4-5 per cent. 
General Insurance Corporation (GIC) of 
India is the biggest reinsurer (a natural, 
given that its four subsidiaries once enjoyed 
a monopoly over the non-life insurance 
business in India) in the market. Foreign 
companies are allowed to own a 26 per 
cent stake in their reinsurance ventures in 
India (just as they can in life and non-life 





dv 


insurance ventures); however, most rein- 
surance majors (think Swiss Re, Munich 
Re, and Lloyd's) have been content to rein- 
sure business in India out of their offices in 
other parts of the world. And the Indian 
non-life firms have not felt the need to rein- 
sure their retail business (although July 26 
and 27 should make them rethink that). 
“We reinsure more in the wholesale business 
whereas the retail business is not reinsured 
that much,” says Sandeep Bakhshi, MD, ICICI 
Lombard. One reason for this is that risk 
retention levels in India have traditionally 
been high (over 90 per cent of the pre- 
mium is retained). That can be seen as a sign 
of over-confidence. Or it could be testa- 
ment to the superior underwriting skills of 
Indian general insurance firms. 

Regulatory changes could help the cause 
of reinsurance. Right now, any private sec- 
tor insurance firm wishing to reinsure busi- 
ness has to first approach Gic. “The first right 
is always with GIC," says Shrirang Samant, 
MD, HDFC Chubb. Although he adds that 
companies such as his have no problems 
dealing with Gic or with foreign reinsur- 
ers operating out of India, a change in this 
rule could see more activity on the rein- 
surance front in India (the foreign reinsurers 
could get aggressive, for instance). Even 
without that, 2006 could see some activity; 
most reinsurance renewals are due in April 
of the year. There is also a chance that rein- 
surance rates could move North in areas 
such as household and motor policies. 
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everybody's dream. 
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We make it come true. | 


With a Union Home Loan. You can also count on many more benefits such as: 


= Convenient repayment options a Triple insurance benefits «Low interest rates. 





www.unionbankofindia.com 







































C.S. Rao HE INSURANCE REGULATORY DEVELOPMENT AUTHORITY (IRDA) 

Chairman, IRDA has, over its five years of existence—it was created in April 

2000—gained a reputation as one of India’s most forward 

thinking regulators, across sectors. C.S. Rao, the current 

chairman, is the second head of IRDA after М. Rangachary, who 

served first as an interim IRDA chairman between 1997 and 

2000 and subsequently as Chairman till June 2003. Rao responded to an 

e-mailed questionnaire from BT’s Anand Adhikari on issues engaging the 
attention of the regulator. 


Are you satisfied with the progress made by the private sector? 

The insurance industry has been able to attract foreign direct 
investment of Rs 1,288.44 crore, one of the highest in the services sec- 
tor. The premium collection in both life and non-life (businesses) has 
jumped manifold. India’s overall world ranking in terms of total pre- 
mium volumes improved from 23 in 2000 to 19 in 2003 and its share 
in the world market increased from 0.41 per cent to 0.59 per cent 
during the same period. 


Are there any areas of concerns? 

Some of the areas that require 
greater attention are rural, 
social and health sectors. 
The penetration in these 
sectors is still low given 
the huge potential. We 
would encourage the 
players to exploit it. 
Some reports of 
market misconduct 
have also reached 
us, which are not 
good for the 
image of the 
industry. 
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RAMEN SARKAR 


ULIP schemes have been receiving a 
lot of flak of late. Are you comfortable 
with the current structure of such 
_ schemes? | 
` Unit-linked insurance plans (ULIPs) 
have been in the news lately for a 
variety of reasons. While some (cus- 
tomers) have complained of agg- 
ressive selling of unit-linked policies 
by insurance agents, others have 
drawn comparison to mutual fund 
schemes. However, the core issue is 
: that since unit-linked insurance poli- 
cies are akin to mutual fund sch- 
emes, the regulatory and disclosure 
requirements should be different 
from what is applicable to 





_ to the move to a tariff-free regime 


December 2005: Prepare a detailed document of all activities related 


Delay in claim processing in 
life as well as non-life 


$$ Non-acceptance of motor third 
party proposals by certain 
Offices of the insurance 

_ companies 


& Limited coverage in the 
rural areas 





i& Regulatory constraint for banks 
to market policies of more 
than one insurance company 
in the life business 





traditional insurance products. 

As the law stands today, any 
policy that offers cover on the life 
of a person for a sum assured of 
Rs 1,000 or more is a life insur- 
ance contract and is governed by 
the provisions of the Insurance 
Act, 1938. The unit-linked policies, 
hence, are regulated by the IRDA. 
However, to prevent any regula- 
tory arbitrage, we have examined 
in detail the regulations pertaining 
to mutual fund schemes issued by 
the Securities and Exchange Board 
of India (SEBI) and are shortly com- 
ing out with our own guidelines. 
Are there any areas where the expec- 





December 2005: Identify the rating factor for every sub class 


_ Of business 











"November 2006: Cn Creation of underwri ng audit procedures 


December 2006: Date of discontinuation of tariffs 
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tations (of opening up the sector) have 
not been met adequately? 

While the industry is firmly placed 
on the path of long-term growth, 
there are some challenges and 
concerns that the industry and 
the regulator will have to face to- 
gether. The industry has made 
tremendous strides in the area of 
health insurance. The premium 
has increased from Rs 675 crore 
in the financial year 2001-02 to 
Rs 1,732 crore in the financial 
year 2004-05. The number of per- 
sons covered by health insurance 
has also increased. However, it 
is nowhere near to addressing the 
problems of even a fraction of 
the 1 billion population of India. 
Therefore, there is still tremen- 
dous scope for the companies to 
expand in the area of health insu- 
rance. The law mandates that in- 
surance companies should transact 
a (specified) minimum business 
in rural areas and cover socially 
weaker section of society. Com- 
panies, while meeting the mini- 
mum obligations, should also pay 
greater attention to this area. 


Are you satisfied with the claims set- 
tlement record of the companies? 

A barometer of efficient claims set- 
tlement procedures adopted is the 
number of customer grievances 
reported to us. IRDA received around 
2,600 complaints during the year 
2004-05. As against this, the com- 


 panies have settled several lakh 


claims reported. This gives us com- 
fort that the companies are prompt 
in settling claims, 


How will de-tariffing happen in the 
non-life segment? | 

We have already laid down a road 
map. The non-life companies have 
to demonstrate to us that they 
have the requisite skills and infra- 
structure in place in terms of 
proper underwriting, rating sup- 
port, policy terms and conditions 
and corporate governance. Ш 
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SAFTA: A Trade Bloc For Us? 


Opening up regional trade is a great idea, but for it to work, our neighbours—especially 
Pakistan and Bangladesh—will need to overcome their fear of India. 


AN THE SEVEN-MEMBER SOUTH 
( Asian Free Trade Agreement 

(SAFTA), scheduled to come 
into effect on January 1, 2006, 
become the next big trading hub? At 
the moment, the answer seems like 
a “no”, given the major differences 
that exist among the member states. 
There's little agreement on a host of 
issues such as rules of origin, rev- 
enue compensation and the sensitive 
list of products to be exempt from 
the tariff-free regime. Of course, 
there's always the issue of political 
rivalry between the nuclear-capa- 
ble India and Pakistan. 

Most of the issues are serious 
enough to render SAFTA a non- 
starter. For instance, the member 
states are still undecided about the 
extent of value addition required 
before a good can be deemed man- 
ufactured in a particular country. 





THE SAFTA PROMISE 


m Boost annual trade among 
countries from $6 billion to 
$14 billion in two years. - 

п Help in the development of 
dor dah Las industries — 

m Result in re-engineering of - 
production processes Pu these - 


countries for greater efficiency 
and scale 


m Provide more ining 
erat Perea 


Under the SAFTA accord, India, 
Pakistan and Sri Lanka, the region’s 
largest economies, have until the 
end of 2008 to reduce tariffs to be- 
tween zero and 5 per cent, while 
Bangladesh, Bhutan, Nepal and 
Maldives have time till 2016. But an 
appropriate mechanism to com- 
pensate countries for loss of revenue 






from lowering of tariffs is yet to 
be worked out. 

The biggest stumbling bloc, how- 
ever, is the fear of “Big Brother" 
India gobbling up its smaller neigh- 
bours. Smaller countries of South 
Asia, especially Pakistan and Bang- 
ladesh, fear that once their borders 
are opened up, India will swamp 





Pussy-footing Around Disinvestment 


Finally, the government gets to sell its stake in non-navratna public sector companies. 





FM Chidambaram: Minor victory 
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HE CONGRESS-LED UNITED 

| Progressive Alliance govern- 
ment’s biggest hurdle in its 
divestment story is over. At least, for 
now. After much deliberation—the 
UPA's coordination committee met 
for two hours—the Left parties 
agreed to the divestment of a small 
percentage of government equity 
in non-zavratna public sector units 
On a case-to-case basis. “We have 
identified some such psus and shared 
information with the Left parties. 
They have agreed to consider the 
proposals," a visibly relieved but 
cautious Finance Minister P. 
Chidambaram said soon after the 


coordination meeting. However, 
the Left has made it clear that even 
in non-navratna category, compa- 
nies in the energy, power and metal 
sectors will be out-of-bounds for 
the government. Even so, it must be 
a major relief for the government, 
which had to face a major embar- 
rassment after it was forced to aban- 
don a 10 per cent stake sale in 
Bharat Heavy Electricals, although 
it had been cleared by the Union 
Cabinet. But corporate M&A artists 
needn't lick their chops. There will 
be no strategic sale, but only IPOs. 
According to Finance Ministry 
sources, those on the block are 


them with goods, sounding the 
death knell of their own industries. 
“One should not expect trade to 
rise rapidly in the initial years,” ca- 
utions Manoj Pant, Professor, School 
of International Studies, Jawaharlal 
Nehru University. “With a domi- 
nant player like India, the smaller 
countries may put lots of products 
on the sensitive list.” If India’s five- 
year-old free trade agreement with 
Sri Lanka is any proof, its neigh- 
bours have little to fear. The smaller 
trade partner has actually seen a 
three-fold increase in bilateral trade 
over the last five years, and not a 
carpet-bombing by Indian exporters 
as initially feared. 

Something similar may happen 
in the case of other countries with 
SAFTA. According to a FICCI study, 
trade among the seven countries, 
home to a quarter of the world’s 
population, can soar from the cur- 
rent $6 billion to $14 billion annu- 
ally in just two years. More impor- 
tantly, it may give the region greater 
voice in world trade fora. 

ASHISH GUPTA 





companies such as Engineers India, 
Bharat Electronics, National Fert- 
ilisers, Bharat Earth Movers and 
Dredging Corporation. The gov- 
ernment doesn't have much choice. 
Of the 240-odd rsus, only 28 are 
listed and out of these, eight are 
navratnas, so out of bounds. 

For the government, the Left's 
support could not have come at a 
better time. Not only do many of 
the Psus such as Air-India, Indian 
Airlines, Bharat Sanchar Nigam, 
National Hydro Power Corporation 
and Power Finance Corporation 
require funds for expansion, but 
the government also needs money 
to fund its schemes like the National 
Employment Guarantee Act. Even if 
grudgingly, the Left is beginning to 
see the government's point. 

ASHISH GUPTA 
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For A Winning Hand 


Winning is about “knowin’ what to throw away, knowin’ what to keep", 
sang Kenny Rogers. This is true for your portfolio too. MAHESH NAYAK 


again after a dismal October. 
The Sensex has risen over 
1,000 points in the last two weeks, 
from a low of 7,657 on October 28 
to a high of 8,740 on November 18. 
It closed at 8,744 on November 24 
(as this magazine went to press). 
And the long-term growth story 
looks good. That's no reason, 
though, for you to hang on to your 
picks for dear life. Market recovery 
has been strong, but there's too 
much money chasing too few 
stocks. Says Jayprakash Sinha, Head 
(Research), Kotak Private Clientele 
Group: “Fundamentally, the market 
is overpriced." 
In the short term, simultane- 
ous buying turns valuations hay- 
wire, but in the long term, 


S URE, THE BULLS ARE CHARGING 


KEEP SOME 





Figures for quarter ended Sept. 2005 
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valuations will adjust to real value 
and the market will correct with 
no immediate upside. Some rea- 
sons why you could expect a cor- 
rection shortly: no major near-term 
market trigger, the first signs of 


NUL 


^ Stock price, P-E, market cap as on Nov. 23, 2005 


VUHAIW NYAMA 


, LOSE SOME 


slowing profits, a depreciating 
rupee, and big-ticket IPOs (initial 
public offers) coming up. 

Remember, it’s impossible to 
time your sells accurately. The sen- 
sible thing to do at a time like this 
is to re-evaluate your portfolio. 
Don’t buy everything and don’t 
hang on to everything you have. 
It's much smarter to shed stocks 
that you feel have peaked and 
channel some of that money into 
more profitable avenues. 

“Your buying should be sector- 
and stock-specific,” says Gurunath 
Mudlapur, MD, Atherstone Institute 
of Research. And rather than 
accumulating stocks, use the cur- 
rent rally to take profits from small- 
and mid-cap stocks and move into 
the big growth stories. As Paras 





1,585.45 


Source: CMIE 


Adenwala, cio (Equity), ING Vysya 
MF, says: “Now’s the time for fun- 
damental, bottom-up stock pick- 
ing.” We give you here our pick 
of the top five scrips to hold on to 
and five it’s time to trade in. 
Sectors driven by capital invest- 
ment, infrastructure, consumption 
and outsourcing-led demand will 
remain hot. You can stay invested in 
capital goods, construction and 
related sectors, IT and telecom (al- 
though there may be exceptions 
within these sectors). Sectors driven 
by consumer demand will surge, as 
reflected in the aggressive sales fig- 
ures of the auto industry (particu- 
larly two-wheelers) and FMCG (in- 
cluding retail) companies. 
Companies that are net exporters 
and focus on outsourcing will also 
benefit—therefore software and 
auto components. As Sinha says: 
“Scrip selection will be key as over- 
all market valuations increase.” 
On the other hand, at least for 
the short term, analysts expect steel, 
oil and gas, pharmaceuticals and 
chemicals to be subdued. Then there 
are companies like HDFC, HLL and 
Tata Motors, which have strong 
fundamentals, but limited upside 
potential from current levels. 
Similarly, other good performers 
like Bharti Tele-Ventures (one 
exception), Biocon, SAIL, NTPC, Sun 
Pharma and Hindalco might have 
peaked now. You can expect little 
more from them at this stage and it’s 
a good time to exit with profits. 
Among stocks to stick with, 
experts prefer frontline companies, 
especially Infosys, Reliance Indus- 
tries, BHEL, L&T and rrc. Says Mudla- 
pur: “The potential for an upside in 
these stocks is huge, whereas other 
frontline stocks have discounted 
future earnings.” Others in this 
favoured list include Bharat Forge, 
ACC, Indian Oil, HPCL and GAIL. 
The mistake most investors make 
is to hold on for too long. Our adv- 
ice: hang on to the aces, but drop 
the others when the going is good. 





Sorry, Your Bank Deposit Rate Stays Put 


YOU'LL HAVE TO WAIT A 
while longer to earn more 
than 3.5 per cent on your 
savings bank deposits. 
When the Reserve Bank 
of India recently asked 
banks to consider dereg- 
ulating their savings rates, 
depositors hoped competition would mean higher rates. But PSU banks have 
nixed the move. And you can't blame them: while private and MNC banks in- 
sist on minimum balances of Rs 2,500-25,000, PSU account balances are 
Rs 500-1,000, barely enough to meet maintenance and transaction costs. 
"|f rates are deregulated, there will be an exodus to private banks," says the 
CEO of a PSU bank. Savings rates are the only administered rates today, but 
if Mint Street decides to deregulate, there is little PSU banks can do. 

ANAND ADHIKARI 


BALANCE OF POWER 





It’s Going To Rain Close-Ended Schemes 


CLOSE ON THE HEELS OF TEMPLETON'S SMALLER COMPANIES FUND, THE BUZZ IS THAT HDFC 
Mutual Fund and Deutsche MF are planning to launch their own versions of 
close-ended equity schemes, while Paras Adenwala, CIO (Equity), ING Vysya 
MF, confirms: "We will be launching a close-ended scheme in the first quar- 
ter of 2006." So, what gives? It looks like funds want more of your "stable" 
money and less of volatile "trading" money. Says Hemant Rustagi, CEO, 
Wiseinvest Advisors: "Close-ended funds are a blessing for fund man- 
agers who can take long calls on stocks, while retail investors get time to see 
portfolios grow." However, if you want liquidity, this is not for you. 
MAHESH NAYAK 
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Online And On Guard 


It’s quick and it’s easy, but online trading could also be insecure. Some basic safety tips. 


. RAJAGOPALAN, 35, TRADES 
\ / online, and the airforce 
officer takes equity risks well 
in his stride. What he cannot stom- 
ach though is how his ID number 
was interchanged with another 
client, and his account debited to 
pay for derivatives he did not order. 
Worse, his scrips were sold to cover 
losses he hadn’t made. Luckily, the 
broker admitted his mistake and 
compensated him, but the episode 
has left Rajagopalan extremely chary 
of online trading. 

The fact that mistakes like this 
can happen at all sounds terrifying 
to the retail investor, but there’s 
worse. Two clients, complaining of 
alleged fraud while trading on the 
Indiabulls Securities (ISL) website, 
have lodged complaints with the 
police, and with the Securities and 
Exchange Board of India (SEB) and 
the National Stock Exchange (NSE). 

Amrutha Radhakrishnan, a 36- 
year-old college lecturer (the trad- 
ing account is in her husband’s 
name), and Lalita Murty, a 50- 
year-old housewife, allege that the 
site’s relationship manager, after 
denying them online access under 
some pretext, went on to trade 
illicitly from their accounts. Too 
late, the women found stocks miss- 
ing from their account, discrepan- 
cies in statements, huge losses and, 
in Murty’s case, liabilities for loans 
taken under her name. 

When BT approached ISL, 
Gagan Banga, Director, responded 
with a general statement saying: 
“Proper course of action is hap- 
pening via the arbitration process, 
which has been instituted by SEBI 
and NSE for such complaints, and 
ISL will abide with the result of 
the legal process." 

Well, it's been two years now. 
Redress might be delayed or denied. 
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Duped: Radhakrishnan's trading account was misused by a rogue employee 


It obviously pays for you to take 
ample safeguards before clicking 
that mouse. Here are some rules. 
m Choose a service provider who 
does not allow *margin' or credit 
trading and sticks to the rules, 
however time-consuming. This 
means you settle on time, stake 
only your own cash and monitor 
every trade. 

= Check if the company trades on 
its own account. If so, there could 
be a conflict of interest. Select a 
site that provides a neutral trading 
platform. And, though inconven- 
ient, it's better if the broker and 
the depository participant are two 
different entities. 

W It’s better if your service provider 
does not have allied activities 
because there is always the risk of 
fund misuse, though brokers swear 
this will never happen. Is your bro- 
kerage firm expanding aggressively 
into mutual funds or real estate? 
m Read the fine print on the offer 
document carefully, if necessary 
using a lawyer, to find loopholes 
and hidden. charges. And ensure 
you receive and scrutinise your 
account statements regularly. 


E [n case of computer or network 
downtime, most net brokers allow 
telephone transactions, but ensure 
your orders are recorded. 

m Do not allow site representatives 
to trade on your behalf. If you're 
denied access to your account, stop 
all trades with immediate effect. 
Do not sign cheques in the name of 
individual employees—they could 
be acting without the company's 
knowledge. 

m Ensure your online broker has а 
brick-and-mortar office. This usu- 
ally ensures a certain degree of 
accountability. 

m Don't allow your account to lie 
dormant—it leads to a greater 
chance of misuse. Check the security 
and encryption software your online 
broker uses. Look for a secure sym- 
bol, such as a closed padlock on 
the status bar in the lower right 
side of your computer screen. 
Change passwords frequently, and 
avoid accessing your trading account 
from a public computer. 

Some fairly basic precautions, 
but they can save you much 
heartache. Happy trading! 

NITYA VARADARAJAN 
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Greener Money 


For a few dollars more, try this. 


GREENER PASTURES 





Federal Reserve rates or aren’t up-to-date with 

rupee-dollar relations. There are rich pickings 
across the borders. Use the RBI (Reserve Bank of 
India) window that allows you to park up to 
$25,000 (Rs 11.25 lakh) in a calendar year in 
overseas fixed deposits. 

Interest rates are on an upswing in the global 
market. A deposit in Us dollars (US$) can fetch you 4.12 
per cent per annum, while a deposit in New Zealand 
dollars (NZ$) earns 6.88 per cent. And if the us$ 
strengthens, you'll pocket more. 

After a massive 300 per cent hike by the us Fed, 
short-term interest rates moved from the decade low 
of 1 per cent last June to 4 per cent in November this 
year. Also, the rupee has slipped 4.6 per cent against 
the Us$ in calendar year 2005—from $43.7 to $45.7 
(November 17), which further adds to the returns. 

So, what do you do? Depositors can choose from 
close to a dozen international currencies such as the 
us$, British pound (£), Euro, Australian dollar (A$), 
Canadian dollar (c$), Hong Kong dollar (HK$), NZ$ and 
Swiss francs (SFr). Take, for example, Citibank, 
which offers multi-currency de- 
posits (see Greener Pastures). 
You can invest a mini- 

mum of $1,000 or Rs 
45,000 (or equivalent) 
with incremental de- 
posits in units of 
$1,000 up to a maxi- 
mum of $25,000 in one 
calendar year. 
However, one word of 
caution: you must be prepared 
to bet on more hikes in the us Fed 
rates and a possible depreciation 
in the rupee in the months ahead. 
ANAND ADHIKARI 


[ DOESN’T MATTER IF YOU DON’T UNDERSTAND US 
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Value-picker’s Corner 






Strongly Built 
1,561.40 

y" Nov. 23, '05 
. 851.55 

14007 Nov. 23, '04 





800 900- 
Figures are BSE closing prices in Rs Figures are daily market cap on BSE in Rs crore 


MADRAS CEMENTS; CURRENT PRICE: RS 1,561 
WITH THE SECTOR GROWING AT 10.2 PER CENT THIS YEAR, CEMENT 
makers are in clover. The capacity build-up has not kept 
pace, resulting in excellent prices. Madras Cement (MCL), 
among the most efficient producers (operating cost: Rs 
1,522 per tonne vis-à-vis Rs 1,662 for ACC), makes the cut 
on other counts too. Its new 36-MW captive power plant at 
Alathiyur will yield savings of Rs 30 crore per annum. 
Second, cement supply in the south is expected to drop 
sharply, making MCL a key beneficiary. With earnings 
expected to grow at 50 per cent CAGR in the next two years, 
brokerages like the Mumbai-based Sharekhan see this 
scrip touching Rs 2,032 in the medium- to long-term. 
SAHAD P.V. 
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SHAMIK BANERJEE 


Trend-spotting 


WITH THEIR SHARE OF DEPOSITS 
crashing over the years, 
RNBCS (residuary non-bank- 
ing companies) are ready 
to shift gear in retail finance. 
Kolkata-based Peerless 
Company is first off the 
block with its 'cluster' strat- 
egy. Peerless ‘smart guides’ 
will now upgrade you from 
plain old savings schemes. 
The company has launched 
three-year fixed deposits 
bundled with free accident/life cover for minimum de- 
posits of Rs 15,000 and Rs 10,000 respectively, at 5 per 
cent per annum. Its five-year recurring deposit now comes 
with free life cover up to Rs 3 lakh (5 per cent per annum 
plus bonus), and it plans to launch credit cards soon. 
“Bundling will help us offset falling interest rates,” says S.K. 
Roy, Managing Director. It looks like local RNBCs will 
soon loom large in the financial products space. ш 

RITWIK MUKHERJEE 





Peerless' Roy: Just bundle it 


[Ni AN MS Programs 


Distance Education Distance Learning 


- Highlights — — 
ө М S (Нпап ce) Duration: Two years for each Program 


Eligibility: Graduates (any discipline) 
@ MÎ S (A ccou nti n g) MS (Finance) leading to the CFA Charter from COFA 
ө MIS (Banking) 


MS (Accounting) leading to the CPA Designation 
e MIS (Insurance)* 


MS (Banking) leading to the CBM Designation 
MS (Insurance) leading to the CRIM Designation 
* Granted accreditation of 8 papers, subject to maximum of 150 credits at 
Advance Diploma level of Chartered Insurance Institute (Cll), UK and 


Quality Courseware 
MS (Insurance) graduates need to complete 5 more papers (140 credits) 


Web Support on 24 x 7 basis 
Examinations four times a year at 100 Test Centers 
leading to ACII designation, subject to Cll Membership rules. 


Educational Loans 


D.-D-0 EL ,0.D- 1:i,0.0 


For details and prospectus, please contact 
ICFAI Center for Distance Education 
23, Nagarjuna Hills, Punjagutta, Hyderabad 500082 
Ph:040-23430431-36, Fax: 040-55639711. Email: info@icfai.org 


www.icfai.org 








RETAIL JOBS 


Outlets In Retail 


Organised retail is almost a proxy to the country’s strong economic growth and 
young demographics. Plan a career here for the long run. AMANPREET SINGH 


OW, YOU DON’T NEED ANY- 
one to tell you how organ- 
ised retail is booming across 
the country. Malls, supermarkets, 
discount stores, specialty stores, 
multiplexes and cafés have become 
as common a sight, across metros 
and small towns alike, as the ubiq- 
uitous kirana store or the dusty 
bazaars that still dot our urban land- 
scape. And almost every marquee 
corporate name, from HLL, ITC, 
Reliance, RPG, Marico and Tata, 
has a foot inside the retail door. 
According to KSA Technopak, a 
New Delhi-based retail consultancy 
firm, organised retail is currently 
pegged at Rs 40,000 crore, em- 


9 yVdaga 





> ploying around three lakh people. 
* With estimated growth rate pegged 
From a mere farmer to the world of retail: That's Spencer's Udaya Kumar at 25-30 per cent over the next 
(above). Barista's CEO Partha Dattagupta is an FMCG industry veteran decade, the market size is expected 


to touch Rs 1 lakh crore within the 
next five years. The job op: 1.5 
million people. This is without fac- 
toring in any Foreign Direct 
Investment (FDI) flows, currently 
barred, into the sector. 

“The single biggest challenge 
in this industry is the lack of talent 
at the leadership level," says Arvind 
Singhal, MD, KSA Technopak India. 
There is a severe people crunch 
even down the line, at the level of 
functional heads in the areas of 
buying, merchandising, supply chain 
management, logistics and retail 
operations at the store level. With 
no option but to either aggressively 
poach from direct competitors or 
laterally hire from other consumer- 
led sectors, organised retail presents 





VUHAW NVAIA 


Organised retail is pegged at Rs 40,000 crore, employing 
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a compelling career opportunity— 
for business school students, middle- 
level managers and even senior 
managers like CEOs, CTOs, CFOs, et al. 


Space For Everyone 

“Retail is a burgeoning industry 
and Barista is a strong brand,” says 
Partha Dattagupta, CEO of Barista 
Coffee Company, and an 18-year 
veteran of the FMCG industry (he 
was earlier with Cadburys’ and Agro 
Tech Foods), on his decision to hop 
on to the retail bandwagon last 
May. The sheer challenge of 
growing a new industry ground up, 
and partaking in its success, much 
like telecom a decade ago, is what is 
attracting professionals such as 
Dattagupta to organised retail now. 

And adding to the sector’s lure 
are various service formats the 
industry is experimenting with. 
Marico Industries’ three-year-old 
specialty service retailing foray, 
Kaya Skin Clinic, is one such 
innovation. “I was intrigued because 
they were  corporatising 
dermatology," says Aparna 
Santhanam, Head of Kaya's Skin 
Advisory & Medical Services, who 
had an independent practice before 
joining Kaya. 

"There is a huge dearth of 
trained professionals," says K. 
Radhakrishnan, Vice President, 
Spencer Retail. And, with most ex- 
isting retailers across segments look- 
ing at ramping up their operations, 
and new ones teeing off almost 
every other month, the industry is 
becoming quite innovative in its 
quest for new people. *There is a 
pool (of people) in call centres that 
we manage to attract," says Rakesh 
Pandey, CEO, Kaya Skin Clinic. The 
company will add 15 new clinics 
to its existing 40 by March 2006. “I 
got all my experience from sleeping 
under a tree and in the vegetable 
market," says Udaya Kumar, Senior 


> around three lakh people — .—. 


Manager (Merchandising), Spencer 
Retail. That’s tremendous career 
growth for a man who prides 
himself as being a farmer from 
Coorg who used what he learned on 
the fields to manage perishables for 
a modern retailer—from product 
planning, logistics, buying to dis- 
playing of fruits and vegetables. 
The RPG Group, which runs 
Spencer Retail, is depending, to a 
large measure, on its Spencer 
Institute of Retail Management 
(SIRM) in Chennai, which trains close 
to 3,000 people every year, to fill up 
the over 2,000 new jobs it plans to 
create as it doubles its retail space to 
four lakh square feet over the next 
three to six months. *The job 
market is hot; retail even more so," 
says R. Subramaniam, MD, 
Subhiksha Trading Services. No 
wonder then that 50-odd visual 
merchandisers, who worked as in- 
terns with Spencer, have gone ahead 
and joined other companies, 
obviously lured in by better 
compensation structures. 


Learn And Unlearn 
“It is guest experience and 
word of mouth that 
makes (or mars) you (in 
the retail business),” 
says Dattagupta. 
Groomed in mass mar- 
keting and mainline media 
advertising in his FMCG ca- 
reer, he adapted fast to the café 
industry's one-on-one approach of 
employee and customer feedback. 
And yet, he brought all his FMCG 
experience of focus on bottomline 
and supply chain management to 
bear at his job at Barista. 
Santhanam, while designing 
and driving new treatment at the 
skin clinic chain, uses her 


Kaya’s Aparna Santhanam: It's 
quality that matters 





background in cosmetic 
dermatology and experience of deal- 
ing with pharmaceutical companies 
to manage over 118 doctors who 
work for Kaya. “Most doctors are 
entrepreneurial by nature and it is 
important to anchor them,” she 
says. And for all the talk of being 
just a farmer, Kumar makes sure 
that his is also the voice of the con- 
sumer for farmers, who supply the 
chain with fruits and 
vegetables. But then, 
what's a little 
unlearning for 
the huge upside 
that a boo- 
ming retail 
sector provides 
any new job- 
seeker? 
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COUNSELLING 





Гат a 39-year-old with an MSc in Zoology (specialisation in 
fisheries). | have also done a diploma course in journalism and 
PR, and a certificate course in computers. After that, | 
joined a government enterprise as an assistant. Recently, | 
went on a study leave to Australia for a diploma in 
environmental management. On returning to India, | was 
forced to join my old job as there were no better offers. Now, 
1 wish to switch to a better-paying job. Should | do an 
MBA or join a call centre? Or should | go abroad? | have over 
10 years of work experience. 

It seems your education is all over the place and your 
career is nowhere. First and foremost, going abroad will 
do you no good because most economies aren’t doing 
all that well. So, just keep your eyes and ears open and 
continue applying for various jobs here. Pursuing an MBA 
is not a good idea, unless it is a full time, two-year 
degree from a reputed institute. Is it possible for you to 
take study leave again and pursue the МВА full time? If 
this is not feasible, then how about switching sectors to 
one that has better-paying prospects? And how about 
a supervisory position in a call centre? You could also 
get into sales, if you have the personality. Finally, 
remember that though a government job doesn’t really 
pay all that well, there are lots of additional benefits, like 
pension and so on, that you may or may not get in the 
private sector. 


| am a 24-year-old medical representative working with an 
MNC for the last four years. | have a bachelor's degree in 
physics and recently completed my MBA, specialising in 
marketing. | now want to pursue a career in banking and 
finance and am thinking of doing MS from ICFAI. Is it OK to 
move from marketing to finance? And are my educational 
qualifications good enough for a career in finance? 

If you are interested in finance, then a career switch isn't 
a bad idea after all. Your educational qualifications will 
certainly come handy, though they may not guarantee 
a successful career graph. And as far as your medical 
representative background is concerned, it may not be 
of much help and will only get discounted. By the 
way, have you ever thought of joining a finance 
company or a bank on the marketing side? 





Fila 
TARUN! 


| am a 24-year-old commerce graduate working as a trainee 
in a garment export firm for the past two years. | now think 
that | have gained enough experience to start my own firm. 
The problem is | don't know how to go about it. | also 
don't have adequate financial resources at my disposal. 
Please advise. 

Don't start your own firm, at least not right now. 
You may think that you have enough experience, but 
you need more than that to start a business. You need 
to do your homework more diligently if you don't 
want to fall flat on your face. Why don't you try and get 
in touch with some buyers in the industry to get a 
feel of things? Then, find someone who is willing to 
lend you some capital. It could be a venture capitalist 
or a government finance corporation, which specialises 
in loans for the small-scale industry. You will also 
need a concrete business plan (research on demand 
and supply, costs and revenues, etc). Give yourself at 
least a year before you finally take the plunge and in the 
meantime, try saving as much as you can. Also, start 
searching the internet to collect relevant material (for 
your business plan). But all this won't happen overnight, 
so continue with your present job till the time things 
start falling into place. 


| am a 24-year-old with a BE in industrial engineering. 
Despite securing a distinction, | have been unable to get a 
good job. | am keen on working as a management trainee or 
an operations trainee in the retail sector. | have approached 
various placement agencies and applied on numerous job sites 
too, but to no avail. What should | do? Will an additional 
qualification help? 

First of all, most recruitment/placement agencies don't 
deal with entry-level placements. Didn't your 
university/institute have an on campus placement cell? 
Or is it that you didn't get a job through that? Anyway, 
do you get nervous during interviews? If yes, then 
why don't you take some interviewing/public speaking 
classes? And as for getting into the retail sector, with 
your engineering background and no experience 
whatsoever, the going will be tough. An MBA will 
definitely help your cause. 


Answers to your career concerns are contributed by Tarun Sheth (Senior Consultant) and Shilpa Sheth (Managing Partner, US practice) of HR firm, 
Shilputsi Consultants. Write to Help, Tarun! c/o Business Today, Videocon Tower, Fifth Floor, E-1, Jnandewalan Extn., New Delhi—1 10055. 
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Jobs For Teachers 
& Animators 


Schools adopt computer-aided teaching tools. 


d fena IS A NEW WAVE IN CONTENT CREATION THAT 
is triggering demand for new jobs. ‘Smart Class,’ 
a project to translate textbook content into com- 
puter-enabled 3p format, is being currently used in 
over 60 schools across the country and is also being 
tested in a few schools in the us. 

And naturally, school teachers, animators, in- 
structional designers and programmers are in de- 
mand. Educomp Datamatics, the company behind 
Smart Class, is scouting for talent across its offices in 
New Delhi and Bangalore. Currently, there are about 
150 professionals from various disciplines working for 
the project, with another 300 more needed. But isn't 
finding such people, in a country with over five lakh 
teachers and millions of computer professionals, 
easy? “It’s tough because you need an rr qualification 
or orientation together with domain expertise," says 
Shantanu Prakash, CEO, Educomp Datamatics. 

With the government's focus on computer-enabled 
schools and Indian parents' obsession with their chil- 
dren's education, surely a lot more schools across the 
country will join this computer-aided teaching trend, 
creating not just thousands of content creation jobs, 
but even new companies, much like Datamatics. 

AMANPREET SINGH 


'Smart Class': The next big thing? 
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Money, Growth 
And Satisfaction 


In a booming market, jobseekers want everything. 


Salary Expectations In 2006 


...And What Are They Planning То Do 





UST FATHOM THIS. EMPLOYEES IN INDIA, ACROSS SECTORS, 

are expecting a hefty pay rise next year. Almost 
half of them expect it to be over 20 per cent. And yet, 
more than half of all India Inc’s workers are on the 
lookout for new jobs, according to results of two 
recent Monster India online surveys of 20,000 odd 
jobseekers on www.monsterindia.com. 

So, are Indians becoming unsteady and greedy 
workers? Well, not really, for the results merely 
demonstrate employee bargaining power, hitherto ab- 
sent in the job market in India. “It only suggests that job- 
seekers are optimistic about finding new jobs, and 
business wise, companies are doing very well,” says 
Dhruv Shenoy, Vice President (Marketing), Monster 
India. True, because not all these figures translate into 
reality, for attrition and pay hikes are much lower 
than these numbers suggest. But nonetheless, it helps the 
case of the geek who is toiling at the desktop or the 
salesperson on the field, to know that his/her em- 
ployer has a sense of what he/she expects. 

SHAILESH DOBHAI 





To know more, SMS 'HIRE' to 3636 


Find the right person 
for the job. 


monster.com 





India's No.1 Jobsite 





Over 2,00,000 job opportunities. 6000 companies. 


|. monster.com 








Get headhunted 
by the top employers. monster.com 


Monster.com is India's No. 1 jobsite. Post your resume for India's No.1 jobsite. 
free and get noticed by India's top employers. М 




















1200 placement 


| consultants work. 
‘Introducing Monster ExpressRosume. И allows you ta end your resume monster.com , 
. 101200 placement consultants across the country in опе ge. India’s No.1 jobsite. 


То aubseribe to ExpressResume, SMS ‘ER BT’ to 3636 
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o know how to apply for these jobs, go to finance jobs listing page 


| . Getheadhunted 
, by the top employers. (©) monster.com 
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Monster.com is India's No. 1 jobsite. Post your resume for India's No.1 jobsite. 
free and get noticed by India's top employers. e 
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HOW TO APPLY FOR THESE JOBS 


1. Logon to www. monster. corm 
2. Click on "Search Jobs" link 
3. Type the job ID number in the 
"Keyword Search’ field 

oe the "Search Jobs" button 
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| You are as good 
| as your resume. acne 
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To subseribe to RightResume, SMS 'RR BT' to 3636 





Turnover of over Rs. 1000 crores, over 
2200 employees, order book of over Rs. 
4500 crores, with a projected turnover at 
40% CAGR for future, IVRCL is indeed, a 
frontrunner in the big league. 


With core competence in areas of water, 
transportation, power, irrigation and 
building & industrial structures, IVRCL is 
poised to be a leader in infrastructure 
business. It has to its credit, the pride of 
executing Asia's one of the largest 
desalination plant in Chennai, 
to provide clean drinking water. 


BUILDS A BETTER WORLD 


Head-Group Treasury 


To strengthen its Management team, IVRCL seeks the services of experienced 
professionalto managethe GroupTreasuryatourHead Office, Hyderabad. 


Job profile 
= Invest and manage Group's funds to maximize returns 
wr Experience in Derivatives, Equity, Mutual Funds, Gilts and Swaps 
= Manage the Group's forex exposure to minimise risk and reduce cost 
wr Participation in development and implementation of fund raising plans 
Essentials 
CA/CFA/MBA (Finance) from reputed institutions 
10 to 15 years of professional experience in treasury and forex 
in Banks/Foreign institutions/Large Corporates. 
w Strongcommunication, presentation and inter-personal skills. 


Ours is a performance oriented culture, diverse and radical in its thinking, 
making it one of the most exciting places to work at. If this challenges you to 
be a part of the senior management team, please send in your detailed 
resume specifying present CTC (Salary + All benefits)/ expected CTC 
within 10 days to: 


Group Head - HR & Admn. 


4 


IVRCL INFRASTRUCTURES & PROJECTS LIMITED 
IVRCL Towers, Road No. 10, Banjara Hills, Hyderabad - 500 034. 
www.ivrcl.com or E-mail as an attachment in word format to: hrd@ivrintra.com 


Code No. NE 05022 Code No. NE 05023 
CD MRP. Rs. 325/- CD MRP. Rs. 325/- 


Also available all-time bestsellers 
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сеч includes BEDE to рац апа magazines, membership of ov b 

| library and computer facilities. LUA 

ICFALis reputed for its case research work. It is one of the | argest contributors of case studies to E 

- Cases developed by ICFAI are being used by leading business school s all over the world and are included ir 
books in USA, Canada, ks and Europe.. s P 


| “Qualifications | ОИУ toivre and Puy 
a Those who have phas eir Ph.D de a The Fellowship is for a period of two years. 
| о. Fellowship amount: Rs. 30,000 per month. 
a Annual contingency grant: Rs. 25,000. 
a 


Funding for partic pation i in International conferencias : 
Ps ;per.rules. 
However, if selected t P 
On successful completion of the Fel lowship, the Fellow may: 


doctorate degree by the time th i 
d be considered for ari appropriate faculty position in IFAI 
о The Doctorate degree may bei in Management Business School / ИМТ, 


| ог allied disciplines. 
Responsibilities. 


years). 
Those candidates w 


Selection Procedure: . 
; ug | Applicants have to submit a 2000 word ‘Research Proposal’ 
, Publication of papers cles in refereed | detailing the research activity proposed to be undertaken 
|o journals. — | : | during the two-year period in the format given with «he 
rsuing the app ved research proposal and s application form. An. expert committee will shortlist ie 
с applicants based on their research proposal and qualificatior 
and will be called for interview. Final selection will be made 
by the Selection Committee. 





Teaching one MBA or Ph. D level c course per 
semester. : 


| The detailed information for applicants. is available at the ИМТ website: www. icfai.org/iimt. 
Applicants may either. apply. online through the ИМТ website or send a request for application by post. The filled 
оир application along with the ‘Research ерш! may be sent within one month of this advertisement to: 


The Principat, ICFAI Institute for Management Teachers 
-3-352/2 & 3, Astral Heights, 
njara Hills, Hyderabad - 500 034. 
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Over 500 children were recently rescued from the zari factories of East 
Delhi. Kumarkaushalam spent a day trying to understand their world. 


Venue: August Kranti Bhavan, 
Bhikaji Cama Place, New Delhi 


T LOOKS LIKE A SCENE FROM A BOYS’ SCHOOL. HUNDREDS 

of 10-14 year olds are playing games in the cav- 

ernous courtyard. Some are playing frog race, others 
are simply running around, while the rest are excited spec- 
tators. There are high-decibel whoops of joy and despair 
as the games reach a fever pitch. But something’s wrong. 
I can’t quite put my finger on it at first; but as I keep 
watching, it suddenly hits me like a slap on the face. All 
the children look emaciated. But why am I surprised? This 
is no school I’m visiting; till yesterday, these kids were vir- 
tually bonded labourers. 

Games over, the kids queue up for a photo shoot; 
not the regulation Children’s Day photo op; the boys 
are being profiled before being produced before the 
Office of the Child Welfare Committee under the 
Department of Social Welfare, Government of Delhi, 
at Lajpat Nagar in the Capital. There are about 500 of 
them—all rescued the previous day from dark, dingy 
slums in East Delhi where they worked in the zari 
trade. It is one of the Capital's worst kept secrets: 
thousands of children work in sub-human conditions 
from morning to midnight, with hurried breaks only for 
a meal or two. Asks Zunaid Khan, Head of Pratham, the 
NGO that coordinated their rescue: *We gave the police 
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a list of over 2,000 children. Where are the rest?" 
Almost 90 per cent of the boys hail from the 
Sitamarhi district of Bihar. This region is steeped in 
poverty; it has no industries; most inhabitants are 
illiterate and a majority of families have seven to eight 
children. Result: many families have no choice but to 
send their children away to Mumbai, Delhi or Surat to 
work as child labourers. They are stepping out of the 
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The saviour with his flock: Zunaid Khan, Head, Child Unit, 
Pratham, with some of the children rescued by the police 
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The will to survive: In spite of working in sub-human 
and obnoxious conditions, these children can still smile 


frying pan into the fire, but grinding poverty makes any 
alternative seem attractive. 

Mohammad Saddam, 14, one of the rescued chil- 
dren is inconsolable. “Who will feed my family now?” 
he wails. Saddam has four brothers, three sisters and his 
mother to support. His rescue by the Pratham-police 
combine means he can no longer send money home. 
Gulista Rajput, Co-ordinator, Pratham, notices my 
consternation. “These kids have lost their childhood, 
burdened as they are by the responsibilities of feeding 
their parents and their families,” she says. 

And the unpalatable truth is that rescue opera- 
tions, such as the one co-ordinated by Pratham, don’t 
usually work. Says Mohd. Tufail, 12, another child 
worker: “The police rescued us from a zari factory in 
Mumbai two years ago, put us in a big hall, fed us for 
two months, and sent us all home to Sitamarhi.” Why 
did he return to the trade, this time in Delhi? “Garib 
hoon. Куа karega? (I'm poor. What's the alternative?)" 
he asks. The answer hits me like a whiplash. These chil- 
dren—once trained—can earn anything from Rs 800 to 
Rs 3,000 a month; that money can make the difference 
between starvation and life back home. 

Piyush Sharma, Joint Labour Commissioner, Delhi, 
estimates that the National Capital Region alone has 
50,000 child labourers (including domestic helps). 
Laws like the Factories Act, 1948, and Child Labour 
Regulation and Prohibition Act, 1989, expressly pro- 
hibit the employment of children below the age of 
14, while the Delhi Shops & Establishment Act, 1954, 
bans the employment of children below the age of 
12 years. These laws provide for fines of Rs 1 lakh and 
imprisonment of one year, but prosecutions are rare. 

In the instant case, about 50 small operators have 
been identified as the culprits. Sharma assures me that 
the guilty will definitely be punished. Interestingly, 
no exporter has been linked to any of these offending 
units. Says Vijay Mathur, Secretary, Apparel Export 


Stunted: Parmod Kumar (left) and Mohammad Naeem 
both claim to be in their mid-teens, but look half their age 
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No hurried break this: All these children are responsible 
for feeding their poor and large families back home 


Promotion Council: “us and European buyers are 
demanding strict compliance to ethical workplace 
practices.” Decoded, this means the slightest hint of 
child labour can cause irreparable damage to an 
exporter’s plans of tapping these two markets. The 
example of the carpet weavers of Uttar Pradesh is still 
fresh in the memories of the exporting community. 

But the domestic market is at least three times 
the size of the export pie. And there’s no Damocles’ 
Sword hanging over suppliers who feed this huge 
market. This creates a huge demand for kids like 
Saddam and Tufail. Adds Sharma: “The unfortunate 
truth is that there is an abundance of child labour in 
the market. The moment they grow up and start 
demanding their dues, they are replaced by other 
children.” And what do they do once they grow up? 
Almost all the kids dream of becoming seths (fac- 
tory owners) some day. There are plenty of apocryphal 
rags to riches tales doing the rounds, serving as morale 
boosters for these kids. But is there any grain of truth 
in any of them? No one can tell me for sure. 

For now, these rescued children will be released by 
the Child Welfare Committee to their parents. The 
Magistrate of their local districts will monitor their 
progress under the government's primary education pro- 
gramme, Sarva Shiksha Abhiyan. And the Delhi gov- 
ernment has written to companies like Maruti Udyog 
and Bajaj Auto to train adolescents in their facilities. 

Will their rehabilitation work this time around? I 
hope so. Then why am I get- 
ting that sinking feeling in 
my stomach? ш 
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bt bookend 


Globalisation's Underbelly 


Globalisation of markets has also promoted the growth 
of illicit trade, contends a new book on the subject. 


SANJOY NARAYAN 


ILLICIT MUGGLING, TRAFFICKING IN CONTRABAND AND 

4: counterfeiting аге not exactly recent activities. 
By Mosés Naim As long as there have been national bound- 
енй aries, these activities have thrived. Smugglers, traf- 


fickers and counterfeiters take advantage of the very 
rules, regulations and national boundaries that guar- 
antee sovereignty to countries. And often it is these 
boundaries and rules that ironically thwart a 
country’s authorities—customs, po- 
lice and other enforcement agen- 
cies—from being able to apprehend 
perpetrators of these activities. 
Yet, as Moisés Naim, editor of 
Foreign Policy and former 
Venezuelan minister for industry 
and trade, writes in Illicit, never 
has the problem reached the enor- 
mous and dynamic proportions that 
it has during the current era of glob- 
alisation. The very same factors that 
have encouraged and brought about 
freer flow of ideas and trade across 
the world have also promoted the 
growth of illicit trade. It’s the flipside 
of the globalisation story, says Naim, 
“just as crucial but far less known”. 
Since the 1990s, when technologies 
made communication across the 
world cheap and fast, when borders 
became more porous because of the 
ease of global trade, and tariffs and restrictions 
were dismantled, global smuggling, whether it is in 
drugs, prostitutes, arms or counterfeit products, soared. As a re- 
sult, smugglers became “more international, wealthier and politically 
more influential than ever before”. 

Illicit trade today, says Naim, who also holds a PhD. from MIT, per- 
meates every strata of society. Children in us schools find it easier to 
score marijuana, which is illegal, than buying vodka or cigarettes, 
which are, well, legal. Well-heeled business travellers routinely engage 
escorts on trips abroad, thus, encouraging transnational trafficking in 
prostitutes. Acquiring a fake Louis Vuitton bag from local physical 
markets for fake goods across the world or a fake Rolex watch via the 
internet is easy as it is common. 

While Naím's book may not break new ground with revelations 
about the phenomena, it certainly brings a fresh perspective to a prob- 
lem that is corroding the global economy even as it feeds off and 
grows on the back of licit globalisation. m 


Price: Rs 975 
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INDIA THROUGH 
HIS ‘TOONS 


BRUSHING UP THE YEARS 


By R K Laxman 
Penguin Viking 
PP: 304 

Price: Rs 750 


HEN YOU'VE BEEN AROUND 

for almost 60 years on 
the pages of a newspaper, |l- 
lustrating the funny and the 
sorry, the bizarre and the pedes- 
trian of everyday India, you 
cease to be just a cartoonist. 
Instead, you become the voice of 
the common тап. Rasipurarn 
Krishnaswamy Laxman has been 
this and more, and which is 
why his collection of cartoons 
from 1947 to 2004 reads like 
an illustrated history of modern 
India. Be it the first general elec- 
tions or the five-year plans or 
the rise and fall of Rajiv Gandhi, 
Laxman always had a point to 
make, and more often than not, 
he was right. For instance, he 
bemoaned the government's pol- 
icy of encouraging state enter- 
prises at the cost of private corn- 
panies, and he saw the mess 
Rajiv Gandhi was getting into 
in Sri Lanka. His Common Man, 
though never speaking, was 
everywhere, watching everything. 
Although 81 and ailing, Laxman 
is still the most popular car- 
toonist in India. The best part 
about Brushing Up, of course, is 
that even your 10-year-old can 
flip through it and get up to 
speed on India's post- 
Independence history 


THE CALL TREADMILL PRINTED 
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Muse 


HESE DAYS, CALLIOPE IS MOST EASILY 

(and commonly found) in call cen- 

tres (or business process outsourcing 

firms, BPOs or companies in the busi- 

ness of IT enabled services, ITES; ab- 
breviations, as you can guess, Constant Reader, 
are sure signs that a business has arrived). 
India's ITES firms employ around 350,000 peo- 
ple and earn revenues of $5.2 billion (Rs 23,400 
crore) a year. By March 2009, these numbers are ex- 
pected to touch 11,00,000 and $25 billion (Rs 1,12,500 
crore), according to Nasscom, India's software and ITES 
lobby. Meanwhile, they (the Ires firms) have gone and got them- 
selves a voice in fiction, cinema, and soaps (if all goes well, happening 
ITES will supplant weepies at the ТАР listings). This is the mise en 
scene of the times. 

There is a reason for this. Most BPOs work nights to leverage the time 
difference with the us. Despite the economic benefits of the business (both 
to the individual and the nation), the shadow of exploitation is never far 
away from ITES. Add other strands such as the long-term ill effects of work- 
ing nights (both physiological and psychological), the high attrition 


JOHN « JANE 


India’s best-known success story 
has also emerged a source of ideas 
for filmmakers and writers. 


AMANPREET SINGH 


rates in the industry and the fact that some of the information BPO work- 
ers deal with is confidential or sensitive, and the result is a fertile 
hunting ground for writers and filmmakers looking for ideas. “There is 
a kind of transient euphoria and tension in the subject that is attractive 
to filmmakers,” reckons noted film theorist Madangopal Singh. 

For instance, there's John & Jane, a documentary that was well re- 
ceived at the Toronto Film Festival and focusses on the lives of six 
people working for a call centre in Mumbai. It is about the make-be- 
lieve world call centre executives live in at work, their accents and at- 
titudes more a reflection of the us than India. The more dangerously 
an employee slips into the make-believe, the better he or she performs. 
“Its like, oh man, I don't want to be Indian anymore,” says Nikesh, 
aka Nicholas at one point in the movie. *We may take this industry 
for granted but around the world, this is a subject for serious dis- 
cussion from a cultural and metaphysical point of view," says Ashim 
Ahluwalia, the documentary's director. 


/ Director/ John & Jane 


“We may take this industry for granted but around the 
world, this is a subject for serious discussion" 
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/ Managing Director/ Kaleidoscope Entertainment 


“The call centre theme is powerful enough to start finding echoes in comic-books and 
mainstream cartoon strips” 


















If John & Jane is a cerebral look at a business that has legitimised the 
night, then One Night @ The Call Center, a book by Goldman Sachs 
investment banker Chetan Bhagat, is a love story replete with bad 
bosses, stymied creativity, and work conditions that are, at once, both 
great and not so. As one of the book's characters remarks, an air-con- 
ditioned sweat shop is still a sweat shop. For two years, claims Bhagat, 
he snuck into call centres, hitched rides on the infamous Qualises (the 
vehicles of choice to ferry employees to work and back), and talked to 
friends and relatives (five cousins and two sisters-in-law work for call cen- 

tres). “I wanted to focus on how there is an exciting setting but with 
monotonous work," explains Bhagat. In just a month since 
its launch, Bhagat's book has sold over 100,000 copies in 
India (an unheard-of number for an English language book). 

American Daylight, a motion-pic await- 
ing release, is another love story, albeit one 
where the female protagonist Sue (Sujata) 
who works in an Indian call centre helps 
the male protagonist Lawrence, a rich 
American who wants to stop his wife from 
pushing him into bankruptcy with her 
extravagant spending. Lawrence falls in 
love with Sue, but the most intriguing 
thing about American Dayligbt is that just 


call center 


/ Investment Banker/ Goldman Sachs 


“1 wanted to focus on how there is an exciting 
setting but with monotonous work" 


as Sue helps Lawrence by sharing details of his wife’s 
transactions (which she was not supposed to), a few 
employees of MphasiS, an IT and res firm, helped 
themselves to money in the accounts of some 
American customers not too long ago. The very fact 
that call centres deal in sensitive and confidential 
information makes them that much more interesting 
settings for books and motion pictures. 

“We were looking at a youth show revolving 
around the work place and call centres have tremen- 
dous social ramifications,” says Shailaja Kejriwal, 
Senior Creative Director, Star Network, referring to 
the reasoning behind a new show on Star One, India 
Calling, that deals with the life of Chandni Kapoor, a 
young woman from Jallandhar with a penchant for 
bright orange dresses, and working for a Mumbai- 
based call centre. The way Kejriwal sees it, the call 
centre revolution has engendered a new economic 
class, and this is something that is bringing about 
changes in lifestyle, attitudes and beliefs, and the en- 
tire social fabric. “(It is about) disproportionate or 





pretend purchasing power where the conventional 
rules get challenged,” says Santosh Desai, President, 
McCann Erickson, India Calling, says Kejriwal, will 
reflect this change. 

In terms of economics, call centres make sense 
for all parties concerned. When viewed on the cul 
tural and social frame, however, the gains aren't that 
obvious, one reason why John & Jan: 
Ahluwalia calls what happens in them “an uneasy 
transaction in a post-modern world." “A new world 
is emerging," says Bobby Bedi, Managing Director, 
Kaleidoscope Entertainment, the company behind 
American Daylight, adding that the call centre 
theme is powerful enough to start finding echoes in 
comic-books and mainstream cartoon strips. And 
such works will find a ready market, explains Kiran 
Karnik, president, Nasscom. "(ITES is) à visible 
industry with a large target audience among the 
youth." One that enjoys consuming the stories 
of people caught between American nights and 
Indian mornings. ж 


director 


Shailaja Kejriwal/ Senior Creative Director/ Star Network 


"The call centre revolution has engendered a new economic class, and this is something 
that is bringing about changes in the entire social fabric" 
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Get A Better Grip 


IG BICEPS ARE WHAT MOST GYM-GOING MEN YEARN FOR AND, AFTER THE 

pectorals (chest muscles), biceps are the most exercised part of the 

body. But two other parts of the arm that many (even seasoned) 
gymmers forget to exercise are the forearms and the wrist flexors. 
Weak wrist flexors or forearms, besides making them prone to injury, can 
limit the growth/strengthening of biceps and triceps. Also, stronger 
forearms can help support other muscles while lifting weights for most 
upper body exercises and even in compound exercises that use upper and 
lower body muscles, like the dead lift (ВТ, November 20, 2005). 

Yet you won't see too many people exercising their forearms and wrist 
muscles. But there are several simple exercises that can make your fore- 
arms and wrists strong and building them into your routine won't 
harm. Here's an easy one that can even be done at home: 










metal (or wooden) rod or thick 
stick; attach a weight at the other 
end (a dumb-bell does fine). Now, 
as in the illustration, hold the 
stick or rod with your forearms 
parallel to the floor and elbows 
fixed at the side of your torso. 
Without moving your upper arms 
or elbows, use only your wrist 
muscles to twist the rod to wind 
the rope around it and lift the 
weight right up till it touches the 
bar. Now reverse the process, un- 
winding the rope by twisting the 
rod in the opposite direction and 
lowering the weight to the starting 
position (see illustration for help). 

While twisting the rod, it is important to avoid jerky movements. Also, 
keep your forearms parallel to the floor and elbows fixed at the sides of 
your torso through the movement. The exercise sounds simple but can 
be tough in practice. The dividend: it's a preventive against wrist injuries. 
What's more, if you want a really buffed look for your arms, you cannot 
neglect a vital part of them. 

Other forearm exercises include the wrist curls. The commonest 
way: sit on a bench with your feet shoulder-width apart; hold a bar- 
bell with both hands (palms up) and rest your elbows on your knees; 
now, without moving your elbows or forearms, curl your wrists; the 
same exercise can be done with a reverse grip (palms facing down- 
wards). Both of these can be done with dumb-bells or at a cable ma- 
chine. Incorporate a weekly forearm/wrist exercise in your routine and 
you'll see how much more you can lift in your bench presses, shoul- 
der presses, dead lifts and even biceps curls. 


Final 
Position 


MUSCLES MANI 


Caveat: The physical exercises described in Treadmill are not recommendations. Readers 
should exercise caution and consult a physician before attempting to follow any of these. 
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Have Phone, Will Talk 


The Nokia N70, LG M4410, and RAZR L6 


ITH OVER A 100 MODELS TO CHOOSE FROM, THERE’S A PHONE FOR EVERYONE 

these days, and three new phones sum that up very nicely. The 
first is the Nokia N70, the first of the company’s next-gen phones. It 
boasts two very good cameras, is a 3G phone, can handle e-mail and 
is the ideal all-in-one phone for someone who wants power 
and is not unwilling to pay for it. 

The second is the LG M4410. It has the standard toys, a 
1.3 megapixel camera, Bluetooth, EDGE, and an SD card on 
which you can load music. Then, there is the phone itself, 
flashy and rather uniquely shaped. 

The last is Motorola's RAZR 16. Last year, the company 
launched the RAZR V3 (launch price: Rs 40,000), which told 
the world that Motorola could make sexy phones. 
Now, Motorola has launched the RAZR 16 for India. 
This is a super-thin, stylish phone that comes with 
everything the v3 had, in the candy-bar (as opposed 
» to clam-shell) form Indians seem to prefer. 
3 Price: Rs 27,900 for Nokia N70, Rs 13, 
125 for LG M4410, and Rs 8,905 for Motorola 
RAZR L6. The RAZR V3 is also available and it now 
costs a mere Rs 14,495. 






























Game In A Box Never Forget A Face 
The XBox 360 Riya — 
Misi NEVER BROUGHT THE XBOX TO INDIA AND HIS IS A FIRST FOR 

it is unlikely that it will launch the new ‘Son of this section. Riya 


XBox’ in the country. However, the console, which has ff is a utility that is in al- 
just gone on sale in the us, is || pha-testing (read that 
being acclaimed as the greatest || as by-invite-only test- 
thing since the, er, ps2. We are Ẹ ing, but it is possible 


yet to get our hands on one 
but the first pieces are expected 
to hit India’s grey markets 
(Delhi's Pallika Bazar, Mumbai’s 
Heera Panna market, and 
Chennai's Ritchie Street) soon. 
Price: $399 (Rs 17,955) for a 
console, two controllers, and 
a few games. Expect to pay 
around Rs 25,000 (approx.) in 
the grey market. 








to wrangle an invite) and no a-t utilities have, as yet, 
featured here. Riya is a start-up (the founders are 
Indians) on the us West Coast with a tech back-end 
in Bangalore that promises to make hi-tech face 
recognition available to everybody. The concept is 
simple, you tell the software that you download 
from the website the name of the person on a 
picture (might be you) and the software will scan 
every single digital image on your hard drive (and 
even your online storage—Flickr, Ofoto etc) and 
recognise every photograph that has you in it. 
That's something. P.S.: The buzz is that Google is 
acquiring Riya for $40 million. That, Rs 180 crore, 
is something too. 

Download from: www.riya.com (if you can 
wrangle an invitation). 
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Birthday Parting 


RETAIL-CUM-HEALTHCARE CONSULTANCY KSA TECHNOPAK’S 
ARVIND SINGHAL is going to celebrate the 10th year of his 
partnership with the American partner Kurt Salmon 
Associates by not cutting a cake, but by buying it out. 
However, KSA will continue to have a technical tie-up with 
Technopak. So, why doesn’t India’s best-known retail 
consultant want KSA as a part owner? So that Technopak 
can broaden its focus to other areas such as man 
management, logistics, training, and retail design, where 
new knowledge partners may be required. Says Singhal, 
47: “I want to be responsible for the risks and rewards of 
the new businesses.” Singhal launched Technopak in 
1992 after he quit Modern Suitings, where he was 
Senior VP, and tied up with KSA in 1995. Over the years, 
he’s made his firm a name to reckon with in at least retail 
consulting, with about a 100 consultants and Rs 25 
crore in estimated annual revenues. But Singhal needn’t 
think that he can get by being the firm’s sole owner. Some 
of his senior consultants are already hoping for stock 
options under the new arrangement. 
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Goodbye, Bob 


OVER THE LAST SIX YEARS, BOB HOEKSTRA, CEO OF 
Philips Innovation Campus, has been the most 
outspoken critic of Bangalore’s apathetic 
administration, and now he’s had enough. 
The man who ramped up Philips’ rr operations 
from a mere 350 employees to a Euro 50- 
million, 2000-strong campus, is headed back to 
Rotterdam and his young grandchildren. “India 
has changed dramatically in the time I have 
been here,” says the 61-year-old Indophile, 
pictured here stuck in Bangalore’s notorious 
traffic jam. But Hoekstra isn’t completely sev- 
ering his links with India. He plans to advise 
companies looking to set up base in the coun- 
try, besides continue to work with charities 
such as Hope Foundation and Erin Foundation. 


The Other Rajan 


EVERYBODY KNOWS RAGHURAM RAJAN, 
Economic Counsellor at the 
International Monetary Fund. Now, 

people will get to know his younger 

brother, MUKUND GOVIND RAJAN. 

Like his senior sibling, Mukund 
went to IIT Delhi, but instead of mak- 
ing the predictable entry into 1M 
(A), landed up a Rhodes 
scholarship and went on 
to do a PhD in inter- 
national relations from 
Oxford University. 

Thereafter in 1995, 
Mukund, 37, joined 
TAS and ended up at 
Ratan Tata's office a 

year later. A director 

on the boards of Tata 

Teleservices and 

VSNL, Mukund has 

now been elected 
President of the CDMA 
lobby group, AUSPI. It’s 
the genes... 

















Growing Designs 


BESIDES CREATING THE RS 250-CRORE KSHITIJ REAL ESTATE 
Fund (кус Fund) to invest in promising retail and real 
estate ventures, Pantaloon Retail promoter KISHORE 
BIYANI, 45, is putting a substantial amount of his own 
money to try to trigger a design revolution in India. His 
first step in this direction is an undisclosed investment in 
Idiom, a Bangalore-based multi-disciplinary design start- 
up, which he says has the potential to evolve into the next 
Ideo, a famous design firm based in Palo Alto, California. 
“I studied design management as a subject and, therefore, 
this is a very personal investment for me," says the 
commerce graduate from Bombay University. As the 


architect of India's biggest retail chain, Biyani has already 
proved his design credentials. On The Ru n 
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FORMER HEAD OF SAMSUN( 
VIVEK PRAKASH's case is gett 
curiouser. Ten months after 
signed from the company 
Korean giant has fought its w 
and courts to bring to bool 
bezzled money (allegedly Rs 
Prakash's attempts to have 
have failed, and non-bailabk 
sued against him on October 27. M 
on November 18, Delhi Polic 
advertisements in national d 
the man is on the run. Witl 
rejecting on November 
anticipatory bail, Prakash (I 








switched off) may be runnin 
shocking twist in the story of a mai 
be Samsung India’s star hard 





Woman On The Go 


SHE WAS THE FIRST INDIAN WOMAN TO PASS OUT OF THE HARVARD 
Business School, and also the first Indian woman to become 
the deputy CEO of a global bank. And now, NAINA LAL KIDWAI, 
48, may become the first India-based Indian woman to make 
it to the global board of a multinational corporation as an 
independent director. It isn’t until April next year that 
Nestle will propose Kidwai's name at the annual general 
meeting, but her election may be a mere formality. The lady 
wouldn't comment, but she has reason to feel honoured. 
Former Sony CEO Nobuyuki Idei, L'Oreal director Jean-Pierre 
Meyers, and former Bank of England governor Edward 
George are some of the independent directors currently on 
the board of the Swiss foods giant. ш 
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E ACUMEN 2005 23 SS HF AT 
\ lore Brainpower 
E A round-up of the South Zone qualifier of the Business Today-Aditya Birla 
4; Group Acumen 2005, held іп association with Tata Consultancy Services. 


centrestage at the South Zone finals of Acumen 

2005, National level B-school Quiz and Debate 
challenge, with the effervescent anchor Harsha Bhogle 
engaging a packed audience at the Indian Institute of 
Management, Bangalore, in a thriller. The heroics of 
Dravid and Co. against South Africa in the second 
one-dayer could not, however, distract contestants on 
a day of fiery debates and mind-bend- 
ing quizzing. At stake was the South 
Zone’s spot in the finals, with teams 
competing fiercely for the right to 
represent the region at the grand finals 
to be held in Delhi. 

The feisty debate’s first semifinal 
centered on the topic “The Indian consumer is price ob- 
sessed” and saw a contest between the home team, 
IIM-B, and the techies from the Indian Institute of 
Technology, Chennai. Arguing for the motion, IIM-B 
team said that consumers followed the ‘waste not, 
want not’ policy and this meant that they preferred to 
buy cheaper shampoo sachets than large bottles, even 
"E though the former was more expensive per ml. Kurup 


б, АСКЕТ AND BANGALORE’S (DECREPIT) ROADS TOOK 
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Vivek from irr argued that Indian consumers spent 
four-and-half hours in an unmarked retail chain look- 
ing for best products and went down the street to a dis- 
count chain to buy at a mark-down rate. At the end, the 
judges, gave irr the nod for a more persuasive argument 
on the mind of the penny-pinching Indian consumer. 

If the first debate semifinals sparked some serious de- 
liberations on consumer behavior, round two saw 
Arun James and Abhinav Sinha, from 
Bangalore’s Christ College of 
Management, duelling with Saurabh 
Sharma and Anudeep Nagalia from 
the Indian Institute of Management, 
Kozhikode, on the subject “Services 
will drive India’s economy of tomor- 
row.” Arguing that services were a large generator of 
employment, IIM-K team said that India had a rich 
heritage in services (and since this was a Bangalore 
event, IT was inevitably mentioned) and going for- 
ward would drive the country’s growth. Dissenting, 
Christ College said that cost, which was a cornerstone 
of the growth of the services market, could not be a 
long-term advantage and this sector can only be an 
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Grand Audience Prize Winner: A visibly elated Toshi 
Gairola receives the Yamaha Fazer bike key from 
Harsha Bhogle, Host Acumen 2005 


enhancer and not a driver of growth. IIM-K's statistics- 
laden argument clearly impressed the judges, and they 
got the nod to enter the debate final with irr-Madras. 

While the event was in full flow, a vocal audience 
was kept entertained by a raft of quiz questions 
(with Gift Coupons from Van Heusen, Liberty, BT 
T-shirts and cameras being awarded to those with 
the right answers). Then, of course, there was the 
grand audience prize, the sleek Yamaha Fazer, 
scooped by Toshi Gairola from Alliance Business 
Academy, Bangalore, in a lucky dip. 

If the debate semi-finals were the appetizer on a 
pleasant Saturday afternoon, then the main course 
had to be the quiz finals, conducted by Harsha Bhogle, 
which saw four teams ПМ-В, Great Lakes Institute of 
Management, Institute 
of Public Enterprise, 
Hyderabad and IIM-K 
slugging it out over 
eight hotly-contested 
rounds. Given the ex- 
citement over cricket 
(and frequent updates 
that Bhogle gave the audience during the event), it 
was almost inevitable that eight rounds of quizzing 
were based on the sport, with names like Straight Bat, 
Hawk Eye and Clean Sweep. Contestants were able to 
respond to queries like: What word was added to the 
dictionary despite the protests of fast food giant 
McDonald's? Answer: Mc Job. And then, according to 
eBay, what is the number one selling item in China and 
India in their on-line auctions? Answer: Mobile Phones. 

The adrenalin rush of the quiz had barely died 
down, before Bhogle was back on stage, this time to 
steer the highly anticipated debate finals between IIM- 
K and т-м. The topic: “We have sold Indian software 
skills as a commodity not as a brand," was kicked off by 
iT, which argued that the Indian software industry 


Harsha Bhogle engaged the 
packed auditorium with a strong 
dose of quizzing and cricket 





B School Alumni Quiz Winners: Prasad Shetty and ^.^ 
Alagarsamy receive the prize from Sanjoy Narayan, Editor 
Business Today, as chief guest Hemachandra Javeri 
President, Madura Garments (extreme right) looks on 


was thriving on “low-end” services, with little in 
vation happening in the software industry. Counterin 
this, IIM argued that India had gained global recognitio 
and companies such as Infosys are today recognised as 


one-stop shops for an entire array of services. In the 
IIM's contention that services is India’s forte and Indian 
companies would continue to thrive crowned them as 


South Zone debate winners. 

Soon old students reunited for another round of 
quizzing like the good ol’ days. In eight rounds of 
tense quizzing they faced a barrage of questions: H 
is the “Istituto per le Opere Religiose" (Instit 
Religious Works) or IOR more popularly kn 
Answer: The Vatican Bank! At the end of th: 
Prasad Shetty (Kotak Life Insurance and alu: 
Kousali Insti 
Management) апа А.І 
Alagarsamy | ani 
alumni, Colleg« 
Business Management 
Osmania University) tri 
umphed ov: 
other teams 

Hemachandra Javeri, President, Madura Garments 
chief guest of the event, and Sanjoy Narayan, Edito 
Business Today, distributed prizes. 

The judges for the event were Bishw 
Ganguly, Brand Manager, Van Heusen; Каун 
Mishra, Manager, Branded Exports, Madura 
Garments; N V Balachandar, Vice President, Human 
Resources, Madura Garments; Rishi Vasud 
Category Head, Suits, Madura Garments; ^ 
Fatima from 3D Networks and Anurag Meher 
from Accenture. 

If the high-voltage action at the South Zone finals 
held at the Indian Institute of Management, Bangalore 
is any indication, the grand finals to be held in Delh 
should be a cracker. Watch this space! ш 
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bt event 


BT BOARDROOM BREAKFAST 





E m E 
Retail: Promise & Pitfalls 
Е 
The eighth BT Boardroom Breakfast, held іп association with Cisco 
Systems at Hilton Towers, Mumbai, put the sector under the scanner. 


spotlight. Even as stock market 

valuations for retail sector stocks 
seem to be going through the roof, 
industry practitioners say we are 
just at the tip of the iceberg. 

As it happened the day the panel 
met was the closing day of the 
Piramyd Retail public offer and 
here is how Krish lyer, Managing 
Director, Piramyd Retail kick-started 
the discussion when asked how the 
issue fared; “Undoubtedly retail is 
the buzzword....the issue is already 
oversubscribed.” 

Fact however is stock prices 
have risen by over 300 per cent in 
12 months, companies are trading 
at 40 times forward multiple for 
one year and at 200 per cent pre- 
mium to Sensex. So, how should 
an investor interpret the sector? Is 
it a bubble in the making? 


I» RETAIL IS IN THE 
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Kishore Biyani, MD, Pantaloon 
Retail, the country’s biggest 
organised retailer, dismissed that 
notion: “Modern retail, I believe, 
is what will drive economic 
growth in the country. India is 
young—60 per cent (of the pop- 
ulation) is below 30. We were 
born to socialist parents, post 80s 
they were born to democratic par- 
ents, they have never seen a ration 
shop, they go to malls and they 
are going to drive consumption.” 

He had a strong supporter in 
Amit Jatia, MD, Hardcastle 
Restaurants, the joint venture part- 
ner for McDonald’s in western 
and southern India, “When we 
started in 1996, the consumption 
of eating out in Mumbai was 3.5 
times a month and the worst city 
in the region (in this respect) was 
Jakarta at 14 times a month and 


Bangkok, the best in the region, 
was 44 times a month. Until 
2002-03, nothing moved and then 
suddenly something happened in 
2003-2004 when the consump- 
tion moved to six times and in 
2005 we are eight to nine times. If 
this happens in every category (of 
retail) just think of the impact on 
Gross Domestic Product.” 

That retail is set to grow ex- 
ponentially, quite literally, was 
brought home by global real estate 
firm Knight Frank, whose 
Executive Director (India), Kekoo 
Colah’s estimates of the real estate 
space to be added in India’s or- 
ganised retail sector, made the 
stock market valuations seem con- 
servative. “In 1999, there were 
just three malls in India, now we 
have 35-40 and by 2007, 250 odd 
malls is what we estimate.” 





Ай 





All the panellists, however, did 
sound a word of caution. Said Vivek 
Gupta, MD, AT Kearney (India), “Of 
all the retailers that get into the 
business, seven out of 10 fail, so 
it’s not an easy business.” 

Jangoo Dalal, Sr. Vice 
President, Enterprise and 
Commercial Vertical Business 
Unit, Cisco, also sounded a word 
of caution. “It’s one of the tough- 
est businesses to be in and average 
net margins of even large retailers 
tend to be under three per cent.” 

The real controversy on the 
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bt leadership spotlight 


NAME: VIJAY MALLYA 

AGE: 49 years — 
DESIGNATION: Chairman 
COMPANY: UB Group 


The King of Good Times (and Bad) 


HEN 28-YEAR-OLD VIJAY MALLYA BECAME CHAIRMAN OF UNITED BREWERIES GROUP IN 
1983, following the demise of his father Vittal Mallya, not many people gave 
him much of a chance of consolidating and growing a disparate empire that 
spanned everything from pharmaceuticals to polymers, foods to spirits, and batteries to 
agrochemicals. His passion for the good life, fast cars, race horses, posh villas, dia- 
monds, yachts and customised aircraft didn’t help his cause. Now, 22 years later, Mallya, 
an Indian version of Virgin’s Richard Branson (although he claims he is the original), is fi- 
nally being seen as a canny businessman who has the ability to tap emerging opportuni- 
ties. His track record speaks for itself (although the profitability of the listed entities in his 
group, a net profit of Rs 180 crore in 2004-05 on revenues of Rs 3,800 crore remains an 
area of concern). In 1983, the spirits business sold around 3.85 million cases; this year, it 
will sell 60 million (it has emerged the world’s second largest spirits company after 
Diageo, after its acquisition of Shaw Wallace's spirits division). In beer, Ub's Kingfisher is 
the market leader with a market share of 40 per cent. In May 2005, Mallya launched 
Kingfisher Airlines. The airline has done reasonably well since and is being talked of, in avi- 
ation circles, as a worthy rival to the country’s leading private airline Jet. The man has just 
placed an order for 30 Airbus A-320s at a deal valued at $1.9 billion (Rs 8,550 crore). And 
an initial public offering is in the works to fund the expansion of Kingfisher Airlines. For 
Mallya, who has also found the time to become Working President of the Janata Party and 
a member of India’s Upper House of Parliament (Rajya Sabha), 2006 could be the year of 
reckoning. That's when Kingfisher Airlines will have to start delivering on its promise, and 
Mallya on the debt he has taken on to fund the acquisition of Shaw Wallace. m 
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